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he Commission appointed to inguire into the 
present position of cooperatives in the matter 
of income and excess profits tax, organization 
and business methods and operations, and the 
comparative position of persons engaged in 
business directly competitive therewith, met in 
Quebec City, on Monday, February 26, 1945, with 
sittings continuing on February 27. 
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B. N. ARNASON ) 


Jo de VAUGHAN Commissioners 
Hugenc T. Parxer, K.C. Couns el 
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QUIBEC, QUE., 
Monday, February 26,1945 
The Commission resumed at 10 a.m., His Honour Judge 


McDougall presiding. 


ee ee rn re ner me 


THE CHAIRMAN: It is appropriste to first clearly indi- 
cate the aims of the Royal Commission of Inquiry on Co- 
operatives. According to the terms of an order-in-council, 
P.C. 8725 of November 16th, 1944, we are instructed to inquire 
into: 
(a) the present position of co-operatives in the matter 
of the application thereto of the Income War Tax 
Act and the Hxcess Profits Tax Act, 1940, and 

(bo) the organization and business methods and operations 
of the said co-operatives as well as any other 
matters relevant to the question of the application 
of income and profits tax measures thereto, and 

(c) the comparative position in relation to taxation 

under the said Acts of persons engaged in any line 

of business in direct competition with co- 

operatives, 
and report, in so far as the same can conveniently be done, 
all facts which appear to them to be pertinent for determin- 
ing what would, in the public interest, constitute a just, 
fair and equitable basis for the application of the Income 
War Tax Act and The Excess Profits Tax Act, 1940, to co~ 
operetives and to persons other tham co-operatives in respect 
of methods of doing business analagous to co-operative 
methods, such as the making of payments commonly called 
patronage dividends and to make such recommendations for the 
amendment of existing laws as they consider to be justifia 


in the public interest. 
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In order to facilitate effectively the work of the 
Commission, it is essential to adhere strictly to the matters 
specified in the order in council I have just mentioned. I am 
sure the lawyers who will appear before the Commission will 
be willing to give us their full co-operation. 

It is not necessary for me to say that it is not our 
mandate to scrutinize any particular matter. We are not 
called upon either to establish rules concerning taxes to be 
paid by any persons, societies, associations or organizations 
whatsoever. Our duty is solely to gather facts that will 
permit us, I hope, to make as specific a report as possible 
leaving to the appropriate authorities the responsibility of 
carrying out the recommendations that we shall deem proper 
to make. 

The briefs submitted have been recorded in the order they 
were received. As far as possible we should stick to that 
order. We are now ready to hear those who want to appear 
before the Commission. 

The lawyers and intorested persons themselves will be 
kcind enough to record their presence and to make all observa- 
tions or demands that they deem appropriate. 

THS CHATRMAN: Mr. Brossard, we should perhaps first 
record the names of the persons present. 

MR. BROSSARD, K.C: I understend the Conseil Supericur 
de la Cooperation (the Superior Council of Cooperation) is 
represented by Rev. Father Levesque; the Chambre de Commerce 
by Mr. Gerard Lacroix; the Federation des Caisses Populaires 
by Mr. Guy Hudon; the Syndicat dtiInitiatives Rurales by Mr. 
Leroy Pouliny , the Chambre de Commerce of the province of 
Quebec has proposed the adjournment to Ottawa. Ido not 
know if they are here this morning. Now, with the consent 


of the interested persons, we might begin, with your pleasure, 
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with the brief of the Fedération des Caisses Populaire 
Desjardins. 

THE CHAIRMAN: I should inform you that our colleague 
Mr. Hlliott, is ill to-day. He was ordered to stay in by 


his doctor; that is tne reason of his absence. 


CAISSZS POPULAIR#S DESJARDINS or CREDIT UNIONS 


AND TAXATION 


HONOURASLSD SANATOR CYRILLS VALOLAN COURT 
being sworn on the Holy Zvangclists, deposes: 
BY MR. BROSSAR 


Qe Will you read your brief? A. Yos. 


1. ORIGIN AND DEVELOPMENT : 


"The co-operative savings and credit movement originated 


\ 
in America in the town of Levis, on the 6th of December, 1900. 


Commander Alphonse Desjardins was the founder. Those Caisse 
Populaires Desjardins are an adaptation of the savings and 
eredit unions established some years before in Germany by 
Raiffeisen. At the present time there are 900 caisses 
populairs in the province of Quebec with assets of one 
hundred million dollars. All the other provinces also have 
caisses populaires; they are called “Credit Unions™. There 
are Over 1000 in the other eight provinces. Hach province 
has its own law governing the caisses populaires and "Credit 
Unions". These statutes are somewhat identical. 


2. AIM OF TH? CAISSZS POPULAIRES DESJARDINS OR CREDIT 


"These cooperative savings and credit organizations 
play a fundamental part in the economic life of the workine 


classes. As the caisses populaires Desjardins have been 
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established long before the credit unions, those caisses 
play such an important part in the economic life of Quebec 
that their elimination would be a mortal blow to the economy 
of the farming and working classes. These institutions 
inculcate in their members a spirit of initiative and thrift 
which no other organization can impart. The suppression of 
those cooperatives would bring back usurers (although they 
are not all gone) who would exploit the working classes with 
an unsuspected intensity. The part played by our credit 
unions is vital, not only because they develop the habit of 
thrift, but also because they train citizens in whom is in- 
stilled the sense of personal effort, of individual and social 
responsibility, of mutual sid and of respect of obligations 
assumed. 

Be ATTITUDE TO TAKE 

Our politicians should do all in their power to encourage 
the development of those popular institutions. It would, in 
our opinion, be against public interest to do anything to 
impair their expansion, restrict their services or diminish 
their activities. 

The Dominion and provincial governments will understand 
that they should give our caisses populaires Desjardins and 
eredit unions their valuable protection, since popular savings 
and credit are of public interest. They will cncourage them 
in a thousand ways in order to develop them, to assure their 
srowth and expansion and shall pass no legislation that might 
hamper their development and be harmful to them. 

4. NATURE OF THE CAISSES 

The Caisses Populaires Desjardins and Credit Unions are 
associations of persons endeavouring not to grow wealthy at 
the expenses of others, but to mutually help cach other by the 


pooling of their savings and by the use of those savings by 
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the mombers who need them. 

To belong to a Caisse Populaire Desjardins or Credit 
Union as a savings depositor or a borrower, you must be 4 
mombere Therefore these Caisses Populaires Desjardins or 
Credit Unions ars essentially cooperatives. 

fn 1930, when the amendment to the Income Tax Act was 
adopted, an act that exempted from income tax the Caisses 
Populaires, the Honourable Mr. HZuler, then Minister of Revenue, 
declared that the members of these organizations (the Caisses 
Populaires Desjardins or Credit Unions) put their savings 
together with a single aim in their minds, i.e. to loan their 
savings to each other. It is entirely a cooperative insti- 
tution. (Hansard, 1930, page 2644.) 

The Caisses Populaires Desjardins or Credit Unions are 
cooperative societies of savings and credit with variable 
membership and capital and limited liability. The relaticns 
existbng between the members and the society are relations of 
"serviceto consumer” and not relations of a “profit to 
invested and risky capital." It is essential that this 
difference be kept in mina because it sets forth the distinct- 
ive mark between the cooperative enterprise and the capital- 
ist enterprise. These two types of organizations cannot be 
compared. The first, cooperative, is an association of 
persons utilizing capital as an instrument to serve persons. 
The second, capitalist, is an association of capital giving 
priority to capitd and not to persons and which remunerates 
not in accordance with merit or rendered services, but in 
accordance with the sum of capital held. As one can note, 
the objectives of the two types of organizations are quite 
different: in the capitalist organization, it is profit, and 


in the cooperative organization, it is service. 
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This distinction is absolutely necessary when taxation 
of tale types of organizations is studied. To tax profit 
consists in a deduction from the revenues of the enterprise 
whereas to tax service consists in taxing self-sacrifices. 

We say that taxation of our caisses populaires Desjardins or 
credit unions is a tax on self-sacrifices. In our Caisses 
Populaires Desjardins or Credit Unions, no director, no 
member of the credit commission or supervisory board can 
receive @ salary. Only the menager and the ordinary employess 
can be remuncrated. In taxing our Caisses Populaires Des- 
jardins or Credit Unions, the self-sacrifices of people are 
taxed and if we have reached that point, I fear very much for 
the world of to-morrow. We seek no favour. There is nothing 
to stop the directors of capitalist organizations from work- 
ing gratuitously also. If that were to happen, many griev- 
ances would disappear. We want the same justice for the 
others as well as for ourselves. 

In our Caisses Populftires Desjardins or Credit Unions 
or any other cooperative institution, the ordinary words and 
terms have been used. As much as possible cooperative terms 
have been adopted, but unfortunately, the capitalist insti- 
tutions with their own language have distorted its meaning 
by an interpretation in accordance with their conception. 
That given meaning inevitably creates a confusion, which makes 
it difficult for certain persons to understand the difference 
existing between the cooperative and the capitalist economy. 

There is also a state economy which is tax exempt too, 
precisely because fit is formed by all the citizens who bene- 
fit by its services. Why then should it be otherwise in the 
cooperative economy where it is the members who receive the 


advantages? With the capitalist economy, on the contrary, 


the advantages are reserved to a few people who invest capital 
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trying to get the most out of it: advantages for a few and 
sometimes ab the expense of 4 sreater number of people. 
De SITUATION OF THE CAISS&S IN THE! MATTER OF TAXATION: 

Our Caisses Populaires Desjardins or Credit Unions deal 
with their members as we already said. The members can do two 
kinds of transactions with their society: bring in their savings 
as deposits in membership shares or in the savings department, 
and borrow. 

The memiber-depositors loan to the member-bdarrowers through 
their institution. Example: Somebody with only $100 to 
dispose of would not be interested to loan that sum in sums of 
$10 or $25 at a time. Besides, that $100 would be a drop of 
water in the bucket, whereas ten members, each of them having 
100, could loan $1,000 to help efficaciously one of their own 
eroup. What is impossible to one alone become possible when 
ten persons get together. They entrust their savings to onc 
of their group who represents them all; furthermore, as their 
employee, he has the responsibility to loan that money and to 
collect the remittances. 

The borrower pays a certain rate of interest to remuner- 
ate the services of that employee and at the same time pays 
interest on the borrowed capitale The rate adopted on loans 
is the usual rate, but at the end of the year, the interest 
is brought back to cost. So, the excess difference between 
the interest paid by the member-borrower and the interest 
received by the member-depositor or lender is determined 
by the organization itself in relation: 
le to the formetion of a necessary reserve as prescribed by 
the cooperative laws as ae safeguard against possible losses; 
Qe to the payment of the administretion costs reduced to 
& minimum because of all the officers only the manager can be 


salaried; 
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Se to the payment of 4 roasonable rato of intcrest on the 
mombership shares with which is linked the financial liability 
of tho society. 

If there is an excess or surplus-savings, after provision 
is made for the payment of intcrest on savings deposits, ad- 
ministration expenses, for the reserve, for the payment of 
a bonus on the membership shares, the surplus-savings, by an 
institutional obligation, are distributed to the borrowers, 
not in proportion to their paid capital but in proportion to 
their loans, because those surplus-savings come from interest 
overpaid by the borrowers. 

The society makes no profit from its operations, because 
by the patronage dividend, it restores the operations to their 
cost level. There can be no question of subjecting it to the 
income tax as paid by capitalist organizations which make 
profits on trensactions with the public and pay the income 
tax on their net profits out of an increase in the price of 
goods sold to the consumers. 

We must insist upon the difference between the dividend 
and the bonus. In an ordinary capitalist organization, the 
dividend is baded on profits made whereas the bonus is a 
Wigitad interest paid on savings-capital.e The bonus is 
different from interest on savings deposits because it remuner- 
ates that part of savings deposited for a long term and called 
uembership capital. The membership capital assures the 
stability of the society and permits the Caisse Populaire 
Desjardins or Credit Union to make long term loans. 

However, the capital in our Caisses Populaires Desjardins 
or Credit Unions can be withdrawn as a savings deposit, and so 
that this capital be and remain stable, an entrance fee of 10, 


20, 30 or 40 cents is paid on each $5 share. If the member 
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withdraws his capital, the entrance feeis not reimbursed: 
this is an invitation to the member to leave his capital 
as long as possible. That is why a bonus, a little hizher 
then the rete of interest on ordinary savings, is paid on 


the capital, considerins that the amount deposited is highor 


than in a savings de it becsuse of the entrance fee. 
In reality, the member deposits 45.10 for a 95 share. 


The capital of a capitalist organization cannot be 
withdrawn that way. The shares can be sold or transferred 
to another verson. They are subject to the fluctuations, 
vises and falls, of the stock market. In our cooperative 
organizations of Caisses Populaires Desjardins or Credit 
Unions, the value of a share remains the same. No matter 
if the volume of business is large or small, if the profits 
are large or simll, every $5 share is always worth the satic 
$5 and the rate of intorest is always limited. 


6. WHY TH CAIS3ES POPULAIRES DESJARDINS OR CREDIT UNIONS 


CANNOT BZ TAXED: 


— 


The capitalist organizations complain about cooperativos 
b : 


by stating that the profits of these institutions should be 
taxed the same as theirs. The cooperative institution 
conducts its business on the basis of the market price 
and that precisely avoids ruinous competition with the 
ge a higher price than the 


oriee and thus make profits on transactions with their 
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customers. If the cooperative institution operated solely 
on a cost orice basis, this would prove disastrous for all 
the capitalist organizations which could no longer live. 
To avoid that ruinous competition, ths cooperative organ~ 
ization decals at the market price, but its services are 
reduced to cost afterwards by the patronage dividend. 


4 


In tho cooperstive excess profits at the end of the 
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year are remitted to-the members. Now the members already 
pay the income tax on their incomes.- To tax the profits of 
cooperathves would constitute a double tax on their members 
on the savings made thanks to their cooperatives. 

This category of consumers, the cooperators, would thus 
be subjected to double taxation. 

On the other hand, the capitalist enterprise pays its 
tax on profits out of an overcharge to the consumer; after all, 
the tax is not paid by the owner of the capital in the enter- 
prise, but it is the consumer who really pays the tax on the 
profits of the capitalist institutions. 

Let us give an example: Ten persons need goods. They 
request one of their group to go to town to purchase the goods 
sO as tO avoid useless expenses and to save time, each one 
supplying $10. At the return of the agent, the cost of the 
merchandise is figured at $90 or $9 for each of them, but he 
declares he cannot remit all of the one dollar due to each of 
the members of the group, claiming the government levies a 5, 
LO or 20 per cent tax on that dollar. That its taxing 4 @obler 
unspent, a saving. That is nonsense, you would say? Well, 
that is precisely what is contemplated in seeking to tax the 
cooperatives. 

MR. HUDON: May it please my friends and the Commission, 
I would like to examine a few witnesses. 

THE CHAIRMAN: Are you going to examine the Senator? 

MR. HUDON: Not for the present. He will be back after 
a while with the balance sheet of the "Caisse Centrale™ and 
that of the Peqeration™. For the present, I wish to have 2a 
few witnesses heard respecting particular cases; a country 
chysse, a city caisse and a caisse in a settlement district, 
and then the Sonator may resume his testimony in order to 


produce the balance shecte 


Pees 


i 
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THZ CHAIRMAN: Did you have an undorstanding with 
Mr. Brossard? 
MR. BROSSARD: Yes, but I wish to ask a few preliminary 


questions. 


BY MR. BROSS : 
Q. This bricf is being filed, with the Commission, on be- 
half of the Federation des Caisses Populaires Desjardins? 
Ae Yes. 
9% Is not this Federation a cooperative? A. Yes. 
Qe In what sense? A. First, there are the local Caisse 
populaire, the unions regionales. There are ten unions region-~ 
ales and these ten unions regthonales form the Federation. 
It is a federation of cooperatives. 
Q. Only,the Federation itself does not engage in any of the 
Operations carried on by the local caisses? 4. That is, 
it receives contributions by the Caisses populaires for 
propaganda and for inspection. 
Qe Am I to infer that the Federation just about plays the 
part that the unions regionales play, with respect to the 
local caisses? 
iis The unions regionales héve nothing to do with the 
inspection. 

BY TH? CHAIRMAN: 
Qe That is the case we heard in Montreal? A. Yes. The 
Union on the other hand receives savings. 

BY MR. BROSSARD: 
Qe Not from the depositors? A. No, from the caisses. 
Qe Is it the Union that receives those funds or the Caisse 
centrale? 
A. The Caisse centrale. 


Qe What I am interested to know is the working of these 
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organizations, because the Federation des Caisses Populaires 
is a legal entity distinct from the Caisses regionales and 
the Caisses locales? A. Yes. 
Qe What precisely are its relations with the unions re 
gioneles? Ae It is the Federation of the Unions region- 
ales. Hach Union regionsle appoints two representatives and 
these two delegates form the Federation. As there are ten 
Union regionales, there are twenty representatives of the 
Unions regionales. The Federation receives subsidies from 
the Government and contributions from the Union regionales, 
Since the Unions themselves receive contributions from the 
Caisses locales -- for inspection and propaganda purposes. 
The Federation Looks after inspections and propaganda in 
neral, and the standardization of methods, but the Feder- 
ation does not acccpt savings deposits, whilst the Unions 
regionales accept them. The latter are the union of the 
Caisses locales, while the Federation is the union of the 
Unions regionales. So, the Caisse regionale of cach union 
-- all the Unions have not a ecaisse regionale though most of 
them have -- receive the surplus earnings of the caisses 
locales so as to spread those funds more uniformly through 
the district. 
Q.' Side by side with the caisses regionales there is an 
organization known as the Caisse centrale? A. Yes. 
Qe With respect to the Federation, there is no similar 
organization? A. No. 
Qe The sole resources of the Federation are the contri- 
butions from the Unions regionales and the subsidies paid 
to it by the Provincial Government? A. Yos. 
Qe Are the subsidies paid by the Provincial Government 
fixed subsidies? A. $100 for cach caisse up to 600 


caisses, and $50 for cach caisse up to a maximum of 100 
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eaisses; in other words, maximum subsidies of $80,000 if 
there were 1000 caisses. 
Qe What has been thse total subsidy for the last few years? 
A.  <About $65,000 last year. 
Qe This subsidy is paid by the Provincial Government for 
what purpose? Aso For inspection, propaganda and expansion 
of caisses populaires. 
Qe Inspection of the caisses locales? A. Yes. 
Qe And the inspection of the caisses locales is done for 
what purpose? A. To ascertain if the regulations are being 
observed; and then the inspections are similar to those made 
in ordinary financial institutions. 

BY TH CHAIRMAN: © 
Qe How is the inspection done? A. Wo have 18 or 19 
inspectors. 
Qe Who travel through the provinceA. Yes; they travel 
tvhrough the province. They come to 4 caisse populaire, 
striko a balance sheet, sec to it that the regulations are 
observed and notify the proper person if the books do not 
balance. 

BY MR. BROSSARD: 
Os Whom do you notify? A. The directors of the caisse 
locale and the union regionale. 
Qe Have you any authority whatever over the caisses locales? 
Rk, We have no powers, we exercise no sanctions. 

BY THE CHAIRMAN : 
Qe Any disciplinary sanctions? Ae No. But we have the 
power to have the law applied, for, if in a district, ata 
caisse populaire, the law is not observed, we have the right 
to call a general mceting and to say: "This is whst is going 


on in your organization.” 
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BY MR. BROSSARD: 
Qe By virtue of what have you this permission? A. Tho 
pormission must be obteinod from the Government. If a 
eaisse populaire refuses to be inspectcd, we may ask tho 
Attorney Gonoral to have the caisse inspected and tho 
Attorney General sends tho Fedcration inspector. Ho will 
not employ any other. By adopting a different mcthod, we 
obtain the samo r3sult. 
Qe In other words, you act as representatives of the 
unions regionales who delogate to you their inspcetion powers, 
and, to a cortain extent, you act as representatives of the 
Provineial Government to do the inspection of these insti- 
tutions? Is that corroct? fi “LOG 2S (CoPprecth. 
Qe Your assets consist solely of the contributions you 
reecive from the caisses regionalcs? A. From the caisses 


localos. 


Qe From the unions regionales and the Government? aA. Yes. 
Qe The asscts that come to you from the unions regionsles 


are on what basis? 
ale Fach caisse is assessed one-tenth of one per cent of 


its total assots, which gocs to the rogionale and the 


rogionale pays 50 per cent to the Federation. 
Qe Fifty por cont of. what it rotcelives from the caissos? 


Qe We pay the inspectors salarivs, maintain an information 
oe 
bureau; we beve a review end we publish educational pamphlicts. 
Qe In any ovent, I understand that you will bo recalled to 
give evidence after the representatives of the caisses locales 
have been heard and I will then. ask you to produce the finan- 
cial statement of the Federation to show what use is mede of 
the suns the Federation receives from the Government and the 


regionales 
(The evidence of this witness is suspended) 
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residing at Plessisville, being sworn on the Holy Evangelists, 
deposes: 

BY MR. HUDON: 

Qe You are a farmer? A. Yes. 

Qe Where doyou live? A. At Plessisville. 

Qe How long has your farm been the property of your 
family? A. My gramfather settled part of our farm in 1841. 
We still own that part of the farm, but it has been enlarged. 

Qe For over a hundred years your family has lived at 
Plessisville and the farm settled by your grandfather is still 
your property plus subsequently acquired parcels? Ae Yes. 

Qe Have you any sons established with you? A. Yes, 
one is established in front of my property and the other one 
lives with me. 

Qe With respect to municipal affairs, have you ever 
held any office? A. Iwas mayor of our municipality for 
twelve years and Warden of the County of Megantic in 1937. 

Qe As to cooperative matters, have you taken part in 
the cooperetive movement in Plessisville? A. Iwasa 
director of our caisse populaire for eight years, that is 
eight yeers immedietely following its foundation. I was a 
director of our cooperative society during its first seven 
years. I have been a.director of the society of the maple 
sugar productérs of Quebec for the past four years; I am a 
member of our consumer cooperative, owner of a general store, 
and a member of our milk producers! cooperative. 

Qe We will come back to the caisse populaire, the 
agricultural cooperative syndicate and maple sugar producers! 
cooperative, for more information. Before doing this, will 
you teil me in a few words what the situation was, in your 


district, before the foundation of the Caisse populaire? 
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Ae Poverty caused us to organize; destitution was the 
riotive. 

Q&. Can you illustrate? You speak of destitution? 
A. We were getting three or four cents a pound for our 
beef; selling pork at five or six cents, eggs at 15 cents a 
dozen, butter at 16 cents, potatoes at 30 cents a bag, with 
the result that farming was a losing proposition in all lines. 

Qe What happened then? A. We were wondering where 
this would lead us to. We decided to study the situation; 
with the help of our agronomist and a curate of the parish, we 
organized a study club to study our problems. 

Qe in what year was the caisse founded? A. In 1934. 

Qe You were among the first directors? Ae YSs. 

Qe At what rate could you borrow at that time? 
A. We were being told the rate was 8 per cent and we were 
apprehensive. 

Q.- And now, at the Caisse populsire? <A. At 5 per 
cent at the present time. We have the privileges of reimbur- 
sing by instalments, and every time a small amount is paid 
on account, interest stops on thet amount. 

Qe Is there still a bank branch office at Plessisville? 
Ae Certainly, the bank receives our caisse's deposits. 

Qe And are securities required for borrowings at 
the Caisse populaire? A. Securities, guaramtees or a 
mortgage. 

Qe Even on the security of personal property or on the 
credit of the borrower? A. Ido not understand. 

Qe Do you require personal property as security? 
Ae On mortgagee 

Qe When the borrower does not give a mortgage? A. On 
acknowledgment of debt. 


Qe Give an example. What difference did it make for 


the members of the caisse populsire, with respect to fertilizers? 
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A. Formerly, before we organized the Caisse, fertilize 

sold at $16 a ton payable in May; the man that did not have 
the tioney paid $17 (seventeen) on October lst. Upon calcul- 
ation this amounted to 15 per cent. For poor people this was 
too expensive. 

Qe How many members did you have originally? A. 25 only. 

Qe What was the subscribed and paid up capital? 

A. $125 of capital. 

Qe To-day, how many members have you? A. 1962 men- 
bers, with assets, at January 3lst, 1945, of $765,936.09. 

Qe What has been the result of these savings, from the 
point of view of the labouring class of Plcssisville? 

Ae At Plessisville, we have a certain number of workers, who 
own a few hundred dollars, but who always had to pay rent. 
Through the Caisse which purchased houses for resale to then 
with option to purchase, they have become owners, while paying 
a certain monthly rent. 

Qe Is there a large working class at Plessisville? 

Die The papulation of the village of Plessisville is about 
5200. 

Qe Who work mainly at what industry? A. At the 
Plessisville Foundry, tne Fournier shoe manufacture and the 
maple products manufacture. 

Qe And lately, you have a new foundation, the housing 
cooperative? A. A housing cooperative was formed recently, 
with 40 workers who dispose of a small capital and expect to 
build this coming summer, but who rely on the services of our 
Caisse populaire. 

Qe After the foundation of the caisse, what was the 
next cooperative organization with which you had to do? 

A. It was the agriculture cooperative, in 1937. 


Q.- What amount was subscribed? A. $100; $25 cash and 
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$25 a year for three years. 

Qe I understand that the subscription takes the form 
of a promise, of a note for $100 payable $25 yearly. Were 
the notes used by the Cooperative to ohtain the funds necess- 
ary for its immediate operations? A. We gave notes as 
security to the Caisse and when we purchased the factory, we 
gave a mortgage on the factory to obtain the money, so that 
we paid cashe 

Qe What was the result of the cash payment? A. It 
had the result of helping the vendor who wanted to settle 
elsewhere and, as for us, it left us without debt. 

Qe What circumstances brought the founding of the 
agricultural cooperative? A. lt was impossible to get 
satisfaction from the former owner of the butter factory. We 
supplied the cream and he did the rest alone; he looked after 
the distribution. We never knew what the cost of manufacture 
wase Those who were too insistent were told that it was none 
of their business. Then, on the question of the testing of 
the cream; for my part, my cream had tested 34 per cent of 
fat; then, it went down to 26, and, two weeks later, down 
to 22. I had my cream tested by a competent impartial man 
who stated that it tested 34. And so, I was out 14 per cent 
of butter fat. In these circumstances, we decided to form a 
cooperative, to build a butter factory, to look after our own 
affairs so as to know what was going on and what it could cost. 
Before building, we met the owner and told hin of our inten- 
tion. He decided to sell for $10,000. We paid $10,000, even 
vhough we were satisfied that it was worth $7,000. 

BY THE CHAIRMAN: 

Q. Where did you get the funds? A. At the caisse 
populaire. Onee organized for our own account, we hired 


three good butter makers, and the testing of our cream was 
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done by a man hired by the month, who was impartial to all 
and who gave us satisfaction, since the annoyance we exper- 
ienced in the past disappeared. 

BY MR. HUDON: 

Qe Tell us something about the special cream? 

A. The former owner sold a special cream to a man, in 
Quebec, and kept the surplus for himself. After we became 
owners, we graded the patrons! cream with the result that 
farmers became interested in taking care of their cream, so 

as to be paid according to its quality. And so, we kept 

on sending out special cream to the Quebec creamery and this 
has brought us $2,000 a yoar; this has gone on for sight 
years, bring $16,000. In a parish such as ours, that counts. 
Our farmers are being paid for the work they do. 

Qe If I understand you correctly, the former grading 
was doubtful and any increase in value you never heard about: 
A. No, we derived no benefit from it. 

Qe Lot us take another instance; were there increases 
in the price of your butter? A. Due to various causes. 

At that time, milk converted into butter brought us 60 cents 
a hundred pounds, during six months. For various causes 
milk brings us $1.82. 

Qe Your cooperative deals in milk and feed stuffs? 

Ae Yese 

Oz In 1941, the members of our cooperative decided 
to buy their own bran and shorts. The reason was that, in 
the industry, once in a while, bren and shorts were being 
pyought which the cattle refused to cat. Others were being 
bought which the animals would eat but they did not fatten. 
Moreover, we were buying oags of feed which were supposed 
to weigh 98 pounds; I have bought some myself, which I 


weighed. After going into the matter, we discovered that, 
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there were 16 grades of barley and 8 grades of wheat and oats. 
We came to the conclusion that the feed we bought, and which 
the animals would not eat, was probably No. 16, and that the 
one they ate, but without profit, was No. 12, and that that 
was not what we required. And so, we built a grist mill. 
The plant cost us $18,000. We buy our grains ourselves: and 
now, when we get feed of this kind, the cows produce milk, 
the hogs put on weight and the hens lay eges. 

Qe How many members did you start with? A. 52 members. 

Q. What was the subscribed capital? A. $5200. 

Qe Were the subscription notes discounted again? 
A. That is the time they were discounted; we withdrew 
1,300 in cash; this left us each with three $25 notes which 
were discounted at the Caisse Populaire, as I have said. 
As for the butter factory, at the end of 1938, after being 
in operation for two yoars, our cooperative numbered 92 
members, representing $9,200. Our butter factory was almost 
entirely paid for, less $800, and the increase in revenue for 
the first yoar was $2,892, apart from the $2,000 received 
from the cream surplus. We were not in need of same, so 
we divided it among the 52 members of that first year, the 
highest distribution being $155 and tho smallest $24. I 
need not say that after two years, after such a distribution, 
we did not miss the former owner. 

Qe Was the distribution done according to the amount 
of products brought in by each? A. Yes, it brought us 
one cent per pound of fate <A farmer could keep back of his 
amount of butter fat and mke the calculation himsclf, 

Qe It was not done according to the capital but 
according to the cooperation afforded by each member? A. Yes. 

Qe Do you refuse to admit any one in your cooperative? 


A. No. 
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Qe Wt is like soric conpanicos whose shares somotimces 
are not for sale because they are too profitablo&A A. I say 
no. Hach rember is supposed to be accepted by our board of 
directors. If we believe that so and so wants to bocono a 
membor as to be harmful, we may reject his application, but so 
far this has not happonod. 

BY THES CHAIRM 

Qe How could he harm you? A. By speaking against us, 
by saying all kinds of things. It has not happened at our 
place. It's the law that says this. 

BY lik. HUDON: 

Qe How many nembers have you at the presont time? 
A. Out of 140 farmers, 132 are nembors of our cooperative. 

Qe To expedite matters, will you tell us something about 
the producers of maple sugar? First tcll us 2bout the former 
state of affairs and the prosont situation. A. Formorly, 
faploe sugar was mide without much ceronony, without exercising 
much care, especially when it was for sale to dealers. 

Q- What did that business pay you? A. It yiclded us, 
certain years, 3, 4 cents a pound} 50 to 60 cents a gallon, 
and the industry bought ungraded sugar, in other words, whito 
sugar and black sugar brought the same price; and there were 
farmers who, since there was no grading, refrained from strain-~ 
ing the syrup, because if you take orf 10 Or 12 pounds, you 
have 10 or 12 pounds less to sell. 

Qe Did they not merely refrain from taking off anything, 
but did they not add something? A. Yes. First they started 
by adding white sugar, and thon brown sugar; the rcason is 
that white sugar sells at 50 per cent less than mayle sugar. 

| Qe What is the dato of the foundinz of the association 


of maple sugar producers? A. - 1924 
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Qe How many members were there at the outset? 
Ae Seventecn. 

Qe What was the amount of the aggregate capital? 

Ae They cach subscribed onc $10 shere, payable $1 a year. 

Qe How many members are there to-day? A. More than 
three thousand. 

Qe What arc the wholesale prices paid to the members 
of the "Productcurs"? A. At the present time, we get from 
25 to 294 conts per pound of sugar, and from $2.25 to $2.50 
por gallon of syrup, wholesale. 

BY COMMISSMONER NADEAU: 

Qe Do you deal with your members only? A. Yes, only. 

BY THE CHATRMANS 

Qe In your municipality, are non-members very 
numerous? A. Not in our municipality. Jn our municipal- 
ity, out of 140 farmers, 132 are cooperators. We don't mits 
many from among the sugar producers. 

BY MR. HUDON: 

Q. You said that you were paid from 25 to 29scents 
per pound of sugar and from $2.25 to $2.50 per gallon of 
syrup? A. Yes. 

Q. Should the cost of bottling, packing and mrketing 
be deducted from this? A. No. These operations are done 
at our Plessisville plant. The price I mentioned is the 
wholesale price. 

Qe With respect to grading, what has been the result? 
A. To-day and since our association came into existence, 
our syrup is graded by a man paid by the Government, an 
impartial man who gives us each what is coming to him, and 
our society pays according to quality. Our farmers are 
satisfied with the results. 


Q. As for production, has there been an increase or a 
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decrease? A. The improvement in the quality of the sugar 
has induced some farmers to buy more niaple trees and de- 
terred others from chopping down their maple SZrovese 

Qe Now, when farmers are in need of temporary loans, 
to whom do they apply? <A. To the Caisse populatre. 

Qe From the finonncial statement of December 31,1944, 
will you state what was the amount borrowed from the Caisse 
populaire? A. $25,099.50. 

BY TH! CHAIRMAN: 

Qe The amount borrowed? <A. Our capital is not lerge; 
we receive the syrup at our Plessisville plant, we sell it, 
we borrow the money on part of the syrup, we make the first 
payment on the first of June. When the yearts operations 
are Over, when the money has been collected, we make a second 
payment. 

BY COMMISSIONER NADHAT: 

Qe is the Maple Sugar Cooperative a member of the 
Caisse Populaire? 4. Yes, our cooperatives are members of 
our Caisse, so is the agricultural cooperative. 

Qe Are other corporations, such as the parish 
"fabriques" members of your Caisse? A. In our case, the 
"fabriques", the school board and the municipality. 

QO. They are members of the Caisse populaire? A. Yes. 

BY MR. BROSSARD: 

Qe Is the population of Plessisville entirely a farm- 
ing one, or is it semi-farming and semi-industrial? 
ie Out of a population of 4,200, 1,050 ars farmers and the 
balance live in the village. 

Qe Are there industries in the village? A. Yes, 
the Plessisvills Foundry, two hosiery mills, one shoe factory, 


the sugar producers, the flax producers. 
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Qe Were the 25 original members of the Caisse populaire 
exclusively farmers or were they recruited among the working 
class? A. Those who started the Caisse populaire were 
exclusively farmers. To-day, workers have come in with us. 

Qe To-day there is an equal number of wikeern? A. There 
are more workmen, 

Q- What about the other cooperatives, the egricultural 
cooperative, the flax producers' cooperative and the maple 
sugar cooperative? re they composed exclusively of farmers? 
A . Yes. 

Q. And now let us go back to the Caisse populaire. What 
was the capital with which you commenced operations? 

Ae 25 members with a $5 share cach; $125. 


Q- Did you borrow money at the start? <A. We borrowed 


ea 


from the Caisse; loans were $10 each to start with. 

Q- Iam not asking abcut your loans to members. Did the 
Caisse borrow money for its operations? Ae You mean capital 
funds which the Caisse might have borrowed? 

Qe Yes? A. No, the Caisse did not borrow any money. 

Q. You started with $125 and you grew gradually and 
fairly rapidly, since even in 1937 you made an advance of 
~10,000 to the agricultunal cooperative? A. Yes. 

Qe Where did you get the money to make that advance of 
$10,000? A. From the savings of our formers and workmen. 

Qe The paid-up capital and the savings? <A. Yes. 

Q- Did you receive those savings from your members? 

J‘. Always from the members of the Caisse; one cannot make a 
dcposit without being a member. 

Qe Do you make loans to other people than members? 

A. The Federation approves the purchase of bonds from 


religious institutions and corporations. 
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Q- You mike loans to school commissions, religious 
institutions and cortcin municipslitics? A. To our nuni- 
cipalities. Our municipalitics are mombcors of the Caisse; 
but before making » loan to outsiders through the purchase of 
bonds We ask the consent of the Federation. We do mike such 
LonnsSe 

Q- iI understand that you dispose of your funds in the 
following menner: through Lode to your members, to indivi- 
duals? A. Yos. 

Qe In the sccond place: investments through bond pur- 
chases subjcct to the approval of whom? A. Of the Federation. 

Q. Thirdly: loans to school, municipal and religious 
institutions? 4. To ours only. We do not go outside our 
place unless the Federation gives its consent. 

Q- Do you go outside your place? A. Yes, on condition 
consent is given. 

Q-» Hos your cooperative over madc loans to people who 
did not have their isin office or establishment within the 
linits of your territorial jurisdiction? A. Our jurisdkct- 
ion is our parish. 

Q- How does the application come from the Federation? 
A. We may ask the Fedcration for advice when our available 
funds reach $4,000 or $5,000. 

Q» The Federation tells you how to invest tho money? 

A. If we have found en investment, we ask its consent. If we 
do not find one we ask the Fodcretion for advice. 

BY MR. HUDON: 

Q- Sedion 40 of the Act provides that cash mey be loancd 
to members; secondly deposited in aq bank or trust company, 
and, thirdly, invested in bonds. The ecnumeration is very 
restrictive. 


THE CHAIRMAN: We went to know how it is done. 


(Pein < cA ei ee 
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Lik. HUDON: They are investments through bond purchases. 

HON. SZNATOR VaILLANCOURT: Bonds are negotiable, while 
an investnont is for so many ycars and is not negotiable. 

BY COMIISSTONSR NADEAU: 

Q- How much have you invested in bonds? A. $458,276.00. 

Q- How much have you loaned to your mombers? A. The 
cooperative, $9,214; acknowlcdgement of debts: $71,556.00. 

BY MR. BROSSARD: 

Qe Is this loan to members and cooperatives apart from 
the school commission? A. Yes. Mortgages, &99,000. 

BY COMMISSION@R NADEAU: 

Qe its the Union rogionale by which you arc controlled 

Queboc? A. Yes, Qucbec city. 
Q is there an affiliation contract between your Caisse 
nd the Union regionaloc de Quebec? A. They work together. 

Qe Have you 4 copy of the contract? A. I will bring 

it this afternoon. 


MR. BROSSSRD: Jt think that, as far as the Union 


am | 


regionale is concerned, it is'ths same thing again, it would 
be a statement of agresrient; there is no contract. It 
requires the undortaking to comply with the by-laws of the 
Union regionalo, 

BY COMMISSIONER NADEAU: 

Qe Do you loan on mortgages? Aas XCS. 

Qs To your members only? <A. Only. 

BY MR. BROSSARD: 

Q Is the amount of $99,000 ontered as mortgage loans 
an additional amount over and above the $71,000 for acknow- 
ledgments of debt? A. Yes. 

Qe And this amount of 99,000 on mortgages was it 


loaned exclusively to individuals, or was it loaned to school 


or municipal institutions? 
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4. Partky to our workmen who are cither building or buying 
4 house and who ask to be finenced by the Caisse. 

Q. The greater part of that sum of $99,000 which you 
had out on mortgage loans in January 1945 was loaned to 
workmen? aA. Yos. 

Q. Not to the farmers? A. No. 

Q. As to the amount of $71,000 mentioned by you and 
loaned on acknowledgments of debt, what would be the proport- 
ion loaned to farmers and the proportion loaned to workmen? 
Ae Only the manager can give you an answer. 

Q. You have no idea? A. No; farmers do borrow more 
often than workmen on acknowledgments of debt, but I can 
give you no figures. 

BY COMMISSIONER NADEAU: 

Qe Have you any credit accounts at the Caisse centrale? 
Ae We do not owe anybody anything. | 

Qe Does the Caisse centrale owe you any funds you may 
have on deposit? A. We own $3,000 worth of capital stock. 

Qe Have you made any deposits with the Caisse centrale 
besides? A. We certainly did. 

HON. SENATOR VAILLANCOURT: At December 31, they had 
$52,212.74 on deposit with the Caisse centrale; and $22,766 
with the Banque Canadienne Netionale. 

BY MR. BROSSARD: | 

Q.- Would you please file a copy of this balance sheet? 
As Yess 

Qe Do you draw interest on your holdings of Caisse 
centrale shares? A. I think it is 5 per cent. 

Qe On your deposits with the Caisse centrale? aA. Same 
as with us. 

Qe How much do you get? A. Two anda half interest 


on deposits. 
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Q- Is this a fixed or wariable rate? A. It is paid 


/_ 


quarterly, I suppose. 

Qe Paid in instalments, but you are paid a fixed rate 
of interest on your deposits with the Caisse contrale? 
Je It must be on the smallest amount during the yoar. 

Q- Two and a half per cent on your smllest credit 
balance with the Caisse centrale? A. Yes. 

Q. Now, on your stock, the interest you receive is at 
a fixed rate? A. 5 per cent a year. 

Q.- How much do you pay your eye on their stock? 

i. 4 per cent. 

Q- it is a fixed rate? A. Yes. 

Q- Does it vary from year to year? A. No, it has not 
varied yet. 

Q.- It has been paid since the beginning of your Caisse? 
i» “¥ Sa. 

Qe Four per cent to your mombers? A. Yes, on the 
capital stock. 

Q- Besides the capital stock, have you paid anything 
On the shares proper? A. On the shares, no. 

Q. You have however paid something else to members, 
to borrowers. Have you paid any interest to borrowers? 

A. On savings, two per cent. For the last year, it has been 
one and a half. 

Q. To those who bring their savings to your Caisse, 
$9 the depositors? A. Yes. 

Qe As to borrowers, those who borrow from your Caisse, 
have you during all these years given back to then part of the 
interest they have paid to the Caisse made a refund? A. No. 

Q. All your members do not have a savings account with 
the Caisse? A. Not all of them, 


Q- Some of your members have nothing on deposit with 
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the Caisse? A. Perhaps in rare instances; in order to be 
a member one must own a share, one must pay $5. 

Q.. Over and above that $5 paid to the Caisse for their 
Share of capital stock, are there not any shareholders who 
have no deposit with the Caisse? A. They may be borrowers. 

Q. There are also a good many who do not owe anything 
because they have not borrowed anything. Are there any who 
are neither depositors nor borrowers? A. I don't see what 
can be the use of a fellow like that. 

Q. Iam asking you. «A. There are none. 

BY THE CHAIRMAN : 

Q.- You do not throw him out for that reason? A. Ifa 
man is neither depositor nor borrower, he need not be a 
member. 

BY MR. BROSSARD: 

Qe Have you any members who may have purchased one Sliuie 
of capital stock from the Caisse, one, two or three shares, 
and who, since they have been members of the Caisse, have never 
borrowed any money from the Caisse and never made any deposit 
With the Caisse? A. That might happen. 

Q- Would there be any? A. You would have to call the 
manager to secure that information. 

Qe Apparently, that situation might erise in a very few 
cases? <A. Yes. 

Qe Among your founders, are there not any who would have 
been interested in investing a small sum, but who thereafter 
would not have contracted any loans or experienced the need of 
making deposits? A. If there are any, they must be very few. 
I know of some members who belonged to it and left it; they 
have withdrawn their $5 share, because they could not deal 
with us. 


BY COMMISSIONER NADEAU: 
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Q- Do you take deposits from your members only? 

A. You have to belong to the Caisse to deal with it, 
to make deposits. 

Q. Do your depositors-members make cheques or drafts 
against their dcposits? A. Yes, wo can draw cheques on 
our deposits. 

BY TH CHAIRMAN : 

Q- Is that not a receipt rather than a cheque? 

A. It is a cheque. 

BY COMMISSIONER NADEAU: 

Q- Do you make loans to other central Caisses than 
the Caisse centrale de Quebee? <A. No. 

BY MR. BROSSARD: 

Q. I understood a moment ago that your Caisse had 
mado advances to cducationel institutions, to school corpora- 
tions located outside the territorial jurisdiction of your 
Caisse, the scope of the Federation activities? A. The 
loans made outside our parish were made with the approval 
of the Federation. 

Qe I know, but did your Caisse locale make loans to 
school corporations and religious institutions located outside 
your territory? As. Yes. | 

Qe Would that represent a large percentage? I am not 
reforring to the purchase of securities? A. I did not grasp 
the question; I would have answered sooner. No. 

Qe Thon, you did not make any loans against promissory 
notes or mortgages to institutions outside your territory? 
A. No. 

Qe However, you purchased securities from institutions 
located outside your territory? Ay; Yeas 

Q- Did you ever purchase the full amount of an issue, 


as far as you know? A. Never. 
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Qe You only bought blocks on the recommendation of the 
Federation? A. Yes. 

Q With regard to other cooperatives, the- agricultural 
cooperative, the flax cooperative, the maple sugar cooper- 
ative, are they selling only the products of their membors? 
A$ Only one at a time, pleasc; maple sugar producers and 
agricultural producers. 

Qe Let us take first the maple sugar producers. Does 
the maple sugar producers cooperative sell only the sugar 
produced by its mombers? A. Yes. 

Q. Exclusively? A. Yes. 

Qe Are all the maple sugar producers members? 


A. Not necess 


say) 
R 
Jue 
ke 
cd 


Those having 25 or 30 maple trees 
cannot belong to the association. 

BY THE CHATRMAN: 

Q.» Where do they sell their sugar? A. To the trade. 

BY MR. BROSSARD: 

Qe Direct to those who go around to buy it? A. Yes. 

BY COMMISSIONZR NADZAU: 

Or -4b6 Ls because they have only a few maple trees 
that they are not members? A. That is not thw way to put it; 
there are always some who prefer to sell their sugar to 
tradesmen. 

BY MR. HUDON: 

Q- Are there many buyers? A. In Plessisvillc, sugar 
tradesmen are rather scarce. 

BY MR. BROSSARD: 

Q. Is the price those people secure about the same 
as yours? A. I never inquire about that. 

Q- Now, does the flax cooperative deal only with its 
members? A. Iam not a director of the flax producers? 


cooperative; I am not sufficiently well informed to answer 
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your question. 

Qe Then let us proceed with the third cooperative; the 
agricultural cooperative. A. Butter and shorts. 

Qe Does it sell only the butter made from the milk delivered 
by its members? A. That is to say that it deals only with 
its members? 

Qe Yes? A. No. 

Qe It deals with people who are not members? Ae. Yes. 

We are 140 farmers, and 138 are members of the cooperative. 
There are not many left. 

Qe You do not want to deprive the others of your cooper- 
ation? 4. There is only one butter factory in the parish. 

Qe Does the cooperative sell to those people who are not 
members, shorts bought from the Cooperative Federee? A. Yes. 
Qe Does it sell shorts only? <A. Shorts, seeds, binder 
twine. 


Q. It deals only with farmers? A. Yes. 


JOSEPH LALIBERTE 
residing in Ste. Anne de Roquemeure, Abitibi, being 
duly sworn on the Holy Evangelists, deposes: 
BY MR. HUDON: 
Qe 4re you a farmer in St. Anne de Roquemsure? Be YOR 
Qe Ste. Anne is a poor parish established in 1935? A. 1933. 
o. And located twenty-five (25) miles from the first rail- 
road? A. That is right. 
Qe You are a farmer, and you own a farm? A. Yes. 
Qe How many acres are cleared? As 75 
Qe You have in your locality the following cooperatives: 
&@ consumer syndicate, a caisse populsire and a labour 
syndicate? A. Yes. 


Qe A word or two first on the purchasing and selling 


Helgi: Fe : babes 
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Syndicate established in 1934? A. November ig, i934. 

Qe How many members at the outset? A. Eighty members 
when established. 

Qe What is the fec? A. $1 cash down. 

Q- How many members have you now? A. 163. 

Qe How trany families? A. 163. 

Q- What is that purchasing and selling syndicate doing? 
A. It stocks all goods required to meet the needs of a rural 
population, that is country general store groceries, hard- 
ware, fceds, clothing, articles essential to the require- 
ments of the population. 

Q. Were there any other merchants before the foundation? 
A. None at all prior to the foundation, 

Q. There is one now? Haw RSS « 

Q- The Caisse populaire was established in 19372 A. Yes, 
Operations began in 1940. 

Qe Is there a bank branch? Ay. BOS 

Q. How many members are there? A. 357 members so far. 

Q. What are the assets of the Caisse populaire? 

A. $43,406.56 as at May 31st, 1944. 

Q. How many loans have been made since the Caisse is in 
Operation? A. Since the Caisse is in operation, 3311 loans 
have been made to a total amount of $82,278.05. 

Qe How do you break down those loans, pointing out the 
purposes for which they were made? A. 2,000 loans would have 
been used for consumption, to an amount of $36,000; 500 loans 
for production to an amount of $25,000; 200 for the construct- 
ion of farm buildings and residences, to an emount of $16,000; 
7? loans have been made to various existing cooperatives and 
to the school board to an amount of $10,500. 

Qe That of Ste-Anne de Roquemaure? A. Yes. 


Q- Let us proceed with the cooperative known as the labour 
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syndicate. This is rather a specific case. When was it 
established? A. On July 10, 1941. 

Q- How many members have joined the syndicate? 
A. 165 members so far. 

Qe Tell us what have been or what are their activities? 
A. The last project undertaken by our labour syndicate was a 
thresher. 

Q. Before that? A. We started building barns. 

Q.- How many barns have been built? A. In four years, 
85 barns have been built in cooperation, at the estimated 
valuc of $700. 

O. dInsurable value? A. Yes.’ 

Q. Apart from the building of barns, what are the other 
activities? A. Our syndicate opefates a grist mill, a 
fanning mill, a thresher, ard in addition, for the last three 
years, We have been doing cooperéetive lumbering through our 
labour syndicate. In our grist mill, we have ground 8000 
bushels of grain; our thresher, 28,000 bushels of grain, 
6000 pounds of clover seed, 6000 pounds of hay seed. Those 
figures are not quite accurate, but this is a rather right 
estimate. We have made 98 trips for those operations. 

BY COMMISSIONER NADEAU: 

Q- Do you deal only with your members? A, As we are 
in a new parish and for lack of capital, we are necessarily 
bound to give thet service to non-members. 

BY THES CHATRMAN: 

Qe To everybody? A. Yes. 

Q. All those who ask for it? A. Yes. 

BY MR. HUDON: 

Q- How many families are there in the parish? 

A. 180 families. 


Q.- You have 165 members? <A. Yes. 
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Q- Have you a tractor? A. Yes, we have a rubber-tyrod 
tractor which opcrates our machinery, our grist mill, our 
thresher, and is used for ploughing and farming operations. 

Qe The important activity has to do with logging 
Wpaves tone in winter? ne ace 

Q- Would you tell us in what year the first experiment 
took placc? «aA. In the winter of 1942-43, 

Q- How many members did you have? A. Seven (7) 
membors. 

Ge in 1y46—-447. 4. 1283. 

Q- Would you tell us what is the nature of thase 
logging operetions? A. This undertaking means that members 
of our syndicate who wish to carry on woods operations co-= 
Operetively ask the board of directors to choose an enterprise 
for thome Then the board of directors visit the companies, 
visit the jobs the compahies want to have carried out and ‘lcs 
make a contract with the company in proportion to the number 


of members who wish to go into the woods and engage in logging 


Operations as a group. The contract is more or less 
important according to the number of members who are Willing 
to go in the bush. 

Qe I understand that in 1943-1944 it was on the limits 
of the Canadian International Paper? <A. Yes. 

Qe dnd the contract called for 600,000 feet of wood? 
A. Yes. 

Qe Did the company advance any money for the woods 
Operations? A. In 1943-44 the company made small advances, 
In 1944-45 the cooperative organization financed the whole 
undertaking. 

Qe What was the result for the members? <A. The result 


for the members was first that they were satisfied. 
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‘Q. Let us talk about wages? A. Tho result was thoy 
received the fruits of thoir labour; they did not have to vork 
for ohne, two or three jobbers stending between the workers and 
the company. 

Q. Did they.receive wages equal to and substantially higher 
er than the provailing rates? A. They vere much higher than 
the prevailing rates in the region. 

Q Was that followed by an operating surplus? A. The 
first year the group of seven realized an operation surplus 
of g500. The second year, an opereting surplus of $20,000. 

Q. Was it entirely distributed? <A. It was entirely 

istributed in the following manner: according to the agree- 
ment for the year when they had a surplusof $20,000, $500 
wes put in the reserve fund of the society and the balance 
was distributed among members. 

Ge M9, 5007 AS” Yes, 

Qe On what basis? A. On a basis of 50 per cent on a 
day's work and 50 per cent on the ney earned. 

Qe 0 per cent on the number of days! work? <A. Yes. 

Q@- Then such a distribution is based on what? A. So that 
@ll members get a square deal, and as an example: some 
kind of logging operations could be carried out as a job and, 
furthermore, some members while rendering enormous services 
could not perform the same amount of work on account of their 

ge and their physical condition. By distributing the oper- 
ating surplus partly on a work basis, those who hed fulfilled 
essential functions during the opsrations were rewarded for 
the number of days they had worked in the wo6ods. 

Q. In other words, taking regularity on the job into 
account? A. Yes. 

Qe Wheat was the result from the point of view of jumping 


the job? A. From the point of view of 'jumping!, it may be 
= d 
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said that it stopped completely job leaving in the woods, 
because those who are members of their own camp work’ for them 
sclves and results depend on their own work, So as to give 
more accurate figures, I wish to quote a version of a company's 
representative who was saying there was a proportion of 1 to 8 
between 'jumping' in an ordinary camp and in the cooperative 
organization. As far as we are concerned, last year, ina 
camp of 123 members, only two left the camp during operations 
for reasons nore or less vague. Some of them gave up opera- 
tions for reasons known in advance as hot being what we call 
‘jumping’, : 

Q- And in what way was the pay of employees not engaged 
in actual logging work fixed? A. The remuneration of that 
class of employees, as the camp manag ger, the clerk, the cook, 
is naturally fixed by agresnent between the cooperative organ- 
ization and the members who did that kind of work. For instance, 
this year, the camp manager, the clerk, the cook will receive 
at the end of the operations the average daily wages of the 

6st ten woodcutters 

Qe Tcll us a word about life inside the camp? 4. Life 

nside the camp may be described as follows: it is a section of 
the parish that moves to the camp. So parish life Z0es on; 

it is practically community life. It is also the continuation 
of family life. Go, as a result, religious principles are 
better observed in the camp, cursing can be sradicated more 
easily and the social consequences of such an organization are 
such that relations between employers and employees are im- 


Proved enormously. In other words, if the employees have an 


adtlinistrative matter eonverning the camp to refer to the 
company, the manager is the person called upon to discuss the 
problem. We are ina better position to discuss the probler 


because we are. better prepared. It is easier for the company's 
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representatives and the workers! representative to reach 
an understanding than if the worker himself had to discuss 
such probleris. 

Qe Where did the workers! syndicate finance themselves 
to carry their woods operations? A. With regard to woods 
Operations, if the workers! syndicate needs money, it 
applies to the Caisse populaire in the parish and further-~ 
more, if it needs food, the first step is to secure supplies 
from members. It becomes then a market for the agricultural 
products of a new parish. 

BY MR. BROSSARD: 

Qe is the population of Ste-Anne de Roquemaure 
exclusively agricultural? A. It can be said that the great 
iMajority of the inhabitants are farmers. 

Q. ire all members of the Caisse populaire farmers? 

i. No, we have the institutions, the parish priest. 

Qe Apart from institutions, the great majority are 
farmers? A. Yes. 

Q. Are loans made exclusively to members? A. Yes. 

Qr To institutions also? <A. Yes. 

Q- located in the parish? ‘.. Yes. 

Q.- Is your territorial jurisdiction limited to the 
parish? 4. No, not necessarily; to the township of 
Roquenauree 

Q- Loans are made to institutions located in Roque- 
maure township? Aj. Yes. 

Q- Did you buy any bonds from other institutions? 

A. No, not up to now, 

Q- Will you produce the balance sheet as F-2? A.Yes. 

Q. Do you recsive savings only from your members 
8t the Caisse populaire? A. Yes. 

Q- Did you make any payments on partnership shares up 


to now? .«. You mean bonuses? 
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to now? A. You mean bonuses? 

Qe Yes? A. Two per cent. 

Qe From the beginning? A. Since the Caisse is in 
operation. It was established in 1937, it was inactive up 
to 1940. In1941, during the first year of operations, a 
bonus of 2 per cent was paid on shares. 

Q.- Did you pay any patronage dividends? A. No patron- 
age dividend on savings or loans. 

BY COMMISSIONER NADEAU: 

Q- Does your Caisse make any loan to your members to 
enable them to make a profit by purchasing bonds, such as 
Pieeureognis? 6, No. 1 do net think ‘so. 

Qe Did your Caisse buy any Victory bonds? A. No. 

BY MR. BROSSARD: 

Q- What do you call "other investments" on the balance 
sheet? A. It is the authorized capital of the Caisse 
regionale. 

Q- Of Quebec? «A. No, we have a Cisse regionale in 
the district. 

Qe What is its name? A. La Caisse Populaire 
Dosjardins du Nord-Ouest Quebecois. 

Q.- How much do. you pay on your savings? <A. Three 
per cent. But the percentage of the interest given on 
Savings is always fixed at the end of the year. 

Q- On the smallest amount? «A. On the smallest 
quarterly amount. 

Qe iI did not understand well, concerning the woods 
operations of the workers' syndicate, the way you deal with 
the company. Do you sign a contract with the company? 

a. Yes. 
Q. Is it a contract under which the company undert2'--: 


6 
to pay a fixed amount to the workers' syndicate? <A. Yes. 


Ti 
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Qe Is it a contract under which the Syndicate promises 
to supply the company with a certain number of men while the 
contract is executed? A. It is not a question of men, it 
is the work; exclusively the work. he workers! syndicate 
takes on a job, say of 600,000 feet of wood delivered at such 


&@ Place for the price of ... 


Q- it is the contract? A. Yes, it is the essential part 


of the contract. 

Qe and you divide the profits of this contract among 
all those who had worked? 4A. Yes, who had taken part in the 
Operations. 


Q. Is any salary paid to the Syndicate's manager? 


Qe Do you have any accountants? A. We have a clerk. 

Qe What is the percentage of the contract paid in 
Salaries? A. That is what I said a few moments ago. 

Q- tam speaking of salaries paid to others than those 
who really do the cutting? A. I cannot tell the percentage, 
but their wages are determined by the wages of the ten best 
woodecutters. If the ten best woodcutters male $lO a day, 
the manager will get $10 a day, the cook will get $10 a day, 
as well as the clerk. 

BY COMMISSIONER NADEAU: 


Qe Who is the inspector of the Caisse populaire? 


A. Mr. Pelletier, of the Federation. 


BY THE CHAIRMAN: 

Q- How many times does he visit your place? 4. Once 
a year. 

Q- When you hold your meetings? A. He comes when 
it suits him; he does not let us know in advance. 

BY COMMISSIONSR NAD@AU: 


Q- As an inspector? A. As an inspector who wants to 
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meke inspections. 

BY MR. BROSSARD: 

Qe You'did not make any advances to the Union regionale 
besides the shares you had acquired? A. No; we had placed 
savings on deposit there. 

Q- Is it the largest part of your savings? A. No, 
we handle the money ourselves as much as possible. 

Qe Do you handle the money or have you a deposit in 
the bank? A. We have a deposit in the bank. 

Q- How does your deposit in the ordinary bank compare 
with your deposits in the Caisse regionale? A. There is a 
wide difference because most of the banks are dealing with the 
Union. Consequently, our deposit in the caisse regionale has 
to be bigger than our deposit in the bank. The deposit in the 
bank is used to take care of the operations between la caisse 
populaire and the bank. 

Q.- That is to say, between la caisse populaire and 
l'Union regionale? A. No, and the bank. 

Q.- What are the relations between la caisse populatre 
and the bank? The bank docs not cash your cheques? 

A. No, but it transfers them to l'Union regionale. However, 
when we need money -~ we have an agreement with the bank in 
case we need money -- we go over and exchange our cheques 
for liquid funds. We &Gre at a_ great distance. 

Q- In other words, your deposit in the chartered bank 
is used exclusively for the purpose of la caisse locale and 
settlement between la caisse locale and 1'Union regionale? 

A. No. 

Q- How do you pay l'Union regionals when deposits are 
made with the latter? A. When we make deposits in 1'Union 
regionale we send as deposits cheques deposited in any way by 


our members. 
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Qe The sums of money that have been deposited? <A. When 
we have a sur plus of liquid money, we transfer it through the 
bank. 

Qe You make © deposit in the benk and you write a cheque 
to the order of l'Union regionale? A. Yes. 

BY MR. GUY LACROIX: 

Qe You answered a moment ago that you were déaling only 
with your members? A. Yes, 

Q- Do you sccept in 1- Caisse populcire deposits made by 
persons who are not members ag depositors? <A. No. 

Q- The first condition is to become a member? <A. Yes. 

Q- Now, how is this condition complied with? 4. By 
signing the pertnership capital declaration, by a subscription 
of share capital and 10 cents tax, 

Q. To enjoy the adventeges mentioned a moment ago, One has 
to pay $5, and by so doing I would become member of your 
caisse? A. Yes. | 

Qe Once I am.accepted with that $5 share, what profit will 
I receive immediately on the saia share; let us say that I do 


not borrow from the caisse and that Ido not make any deposit? 


How much do you sllow? A, There is nothing allowed in advance, 


Q- How much did you pay since you are established? 
A. Three per cent. 

Qe What is the maximum number of shares of your caisse 
I may hold? A. #50, 

Q- Ten shares at $5 each? A. Yes. 

Q. I may invest my $50 and I am not obliged to become a 
depositor or @ borrower. I may do so as an investment? 
A. Theoretically, yes. 

Q- If I want to enjoy the advantages you have mentioned, 
I may borrow? A. Yes, 


Q- Whet rate of interest would vou charge me? A. Six per 
J 
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ecnte It is definitely decided by the credit committee, 
Generally speaking we lend money @t 6 per cent upon acknow- 
ledgment of © debt. 

Q.- You heve not distributed a patronage dividend on the 
6 per cent paid in by the members? <A. No. 

Q- In other words, they receive what is ellotted on the 
shares, but you have never paid a real patronage dividend on the 
loans? A. No. 

Qe Now, part of your money is invested in the caisse 
populsire? A. Not invested, deposited in a Savings account. 

Q- Which yields what? A. It is the first year we are 
Operating as a caisse regionale. In that case as in the case 
of the caisse locale, we receive the interest et the end of 
the year. 

Q- But there will be a dé@posit? A. Possibly. 

Qe Moreover, the surplus of your money is invested in 
bonds or in loans granted to institutions? A. Up to now, 
the money is lent in the parish. 

Q- When you lend money to a school board or to the 
"fabrique", what interest do you receive on those investments? 
‘A. When we lend money to a school board and to the 
"fabrique, we are lending money to our members, and we charge 
the rate agreed upon by the credit committee; the advantage 
is that the money of the Parish is used in the parish, 

Q- Ido not deny thet. How many shares does the 
"fabrique™ hold? A, Only one share, 

Q- To enjoy the privilege of borrowing your money, , 
the "fabrique” may becoms a icember just like an individual? 
A, Yes, 

Q- dnd in practice that is what is done? A. Yes. 

Qe Do you charge interest at 6 per cent? A. Yes, 
we chérge interest. As far eg the rate is concerned it depends 


on the eredit committee. 
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Qe In other words, the school board end the "fabriquc" 

have only to subscribe $5, and you lend money because it is 
stipulsted. in the Act? <A. It is stipulated in the Act; one 
has to register as a member. 

Q. Now, with regard to your deposits in the Banque Canadienne 
Nationale, are they used only for transfer of money to the 
caisse regionale or do you draw interest on them? A. We 
draw no interest, we psy for the administration of the account. 
Q- How much do you pay? A. It is a current account. 

Q- You have no savings account in a chartered bank. I refer 
to your caisse? A. No. 

Q- With reference to the labor Syndicate, you mentioned an 
undertaking organized by seven members? A, It 18 the first 
year, 1942-43. 

Qe Who was running the undertaking entrusted to the labor 
Syndicate, who were those who were going to benefit? 

A. Those particular members, 

Q- Do you mean to say only seven members shared the work, 

or did they hire men? A. Seven men shared the work, and 

if they hired someone, it was in an infinitely small per- 
centage. Ido not think they have hired anyone else but 
themselves. 

Ye The undertaking yielded a profit of $500? A. Yos. 

Q- The following year there were 123 members? A. Yes. 

Qe Was the undertaking composed of 123 members? A. Yes, 
the undertaking was composcd of 123 members. There was a 
board of management for the works, looking after the 
administration. 

Q- Whet was accomplished during one year by seven members 
has extended the following year to 123 by applying the same 


principle? 4. Yes. 
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BY TH# CHAIRMAN: 

ee LL believe vou Said you never paid a patronage dividend? 
A. The caisse populaire? | 

Q. Yes? A. On the savings and the loans, no. 

Q- Then the surplus goes to the reserve? A. A small 
reserve; a portion goes to the provident fund and the balance 
is used to pay interest on the savings and the bonus on the 
Shares. We set up very small reserves. 

BY MR. BROSSARD: 

Q- With reference to your caisse, do you happen to have 
members who never make a deposit or borrow any money? <A. No, 
I do not think so. 

Qe You never had neither one nor the other class of 
members? A. It may happen that momentarily a member is 
neither a depositor nor a borrower, but sooner or later, he 
will be either one. It is only momentary. 

Q- I notice that with regard to your balance sheet you 
had reason to say that the anount deposited in the centrale 
is bigger than the one in the bank. You have $434 in the 
Banque Canadienne Nationale ana $31,000 in LtUnion rave anit 
A. Yes. 

@- Could you give any explanation? <A. With regard to 
the proportion, it varies. We are in a colonization stage. 

It is in the month of May after the money is deposited by 
those who spent the winter in the lumber campS. Suc deposits 
are cheques and we need less liquid money than at the end of 
June When a Series of constructhon starts. For that reason, 
the amount in ls caisse regionale is larger then. In the 
summer and the fall, it represents between four and six thous- 
and dollars. 

BY COMMISSIONER NADEAU: 


Qe Would you file the rules and regulations as well as 
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the constitution of the caisses populaires? A. It is all 
the same with varyinse details. 
(Tho fit na tah adjourned to two otclock in 
the afternoon. ) 
At two o'clock in the afternoon, 
ERNEST LAVALLEE 

of St. Anselme, County of Dorchester, being sworn on 

the Holy Evangelists, deposcos: 

BY MR. HUDON: 

Q- Are you a farmor? A. No. 

Q- What is your occupation? A. Ian manager of the 
Cooperative Hatchery of St. Anselme. 

Qe Are you manager of la caisse populiaive? A. Nal 
am president of la caisse populaire. 

Qe in what yoar was the hatchery established? A. In 1971, 

Q- And the hatchery is governod by the Cooperative 
Agricultural Associations Act? As. Yes. 

Qe a many founder members? 4. Twenty-five members. 

Q- What was the price of each share? A. It is divided 
as Tollows: five shares of $10 payable in four annual 
instalments. 

Qe What were the services of the hatchery and what are 
they now? A. The incubation, the sals of day old chicks, and 
at the same time the sale of 4 to 8 weeks old pullets and even 
of laying hens. 

Qe At the market price? A, Yes, at the market price: if 
you are interested, I can give you to-day's prices. 

Q- What has been the result, if it may be compared, between 
1931 and 1944? <A. In 1931, 16,542 eggs were incubated at the 
St. -Insclme Hatchery, and in 1944, 319,550. 


Q- In other words, an increase of how meny eggs? 
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A. 2200 per cent. 

Q- Have prices dropped or inereased for consumors? 

Ae It had the offect of lowering prices because, then, eggs 
were selling in the winter, especially in November and 
Decomber, even in October ... 

Q. Who financed tho hatchery when it was organized? 

A. At the time, it was the partnership capital. 

Q- You are president of the Caisse populaire founded in 
wat year? - A, In-192e5; 

Q- Is there any connection between the Caisse and the 
Hatchery? 3. Yes, we got some assistance from the Caisse 
populeire; we borrowed from the Caisse populaire because we 
had to change our machines soveral tines duc to circumstances 
and we borrowed from $2,500 10 $3,000. 

Q- Has this amount been paid back now? A. Yes, 
completely reimbursed. 

Q- Are there any banks at St. Anselme? A. Yes, two banks. 

Q- Were they in existence when the Caisse populaire was 
established? 4A. Apparently, there has been two banks at 
St. Anselme since I am there, and I arrived in 1922, To-day 
there is One more branch. That bank has become a branch, 
the other has not changed. 

Q- What is the rate charged by the Caisse to the borrowers 
who give a mortgage? A. Five per cent. 

Q. Is there any patronage dividend? «A. Yes. 

Q- Of how much; the last that was paid? A. One eee cont. 

Qe What was the old rate in force at St. Anselme? 

Ae It was fron 7 to 8 per cent. 

Q.- With patronage dividend or not? A. The words 
"patronage dividend" were then unknown. 

Q.- On acknowledgement of debt, how much? A. Five per oe %n-+ 


Q- Is there a patronage dividend? <A. It varies accordins 
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to the loan; if the loan is large. If it is @ small loan 


of $16, G15 or $25, it is not the same thing; but if the loan 


is large enough, the same privilege is granted as on a mortgage, 


Q- For what purposes are loans made? A. At St. Anselne, 
we have a perish which I may call a farming parish exclusively. 
It is for faming, generally speaking, fertilizers, seeds, 
Shorts, agricultural, and now and again funeral expenses. 

Q.- You have talked about the position of the borrower 
and the depositor and about the cohditions of cooperative 
organizations in your district. Do you invest a certain 
amount of money in Victory bonds? A. I think thet 33 or 40 
per cent of our bonds are Victory bonds. 

BY MR. BROSSARD: 

Qe One.,word about the Hatchery. Besides the financial 
subscription made by society members, what is the members! 
subscription in connection with the Hatchery? A. Do you 
refer to the partnership capital? 

Qe Besides the partnership capital? A. You want to 
know how it is financed? 

Qe What makes it operate? aA. We charge two cents for 
ezes,, two cents each ege. I could give you the quantities 
of eggs dealt with by the Couvoir de St. Anselme (St. Anselme 
Hatchery). 

Qe Do you only hatch eggs brought in by members? A. Yes. 

Q- Do you take in any brought in by non-members? 

A. No; we had many demands in that respect but not enough 
machines. 

Q- You state that members only can use the incubators 
of your Hatchery? A. Yes. 

Qe Does the Hatchery also sell laying hens to its 
members? ij. Yes, it may happen that between members, ono ~°7 


v 


scll hens and that one member may supply hens to another. 
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Do you make any purchases elsewhere? A. Yes. As I said 
a while ago there are many poultry raisors at St. anselme 
who would like to belong to the Hatthery and we would be eager 
to take ther1 in. Now, we supply a service to non-members, the 
non-members who want to raise one day pullets for re-sale in 


9 or 8 weeks. Then, the board of directors looks after these 


Sales. We charge them a commission of 5 per cent but we supply 


everything; we even supply transportation, delivery crates; 
we pay for the return of emptics, stationery and book-keeping. 

Q- Do you allow the same terms to mcmbers as to non- 
members? A, Terms are a little better for members. 

Q- Why? Because you only charge two and a half? Ae Yes. 

Q- Do you sell day-old chicks to nongsmembers? <A. Yes, 

Qe To kcep them for a tinc? A. Yes, and for their 
own needs. 

Qe Have you any idea of the proportion between operations 
done with non-members and those essentially transacted with 
members? A. Considering the sale of chicks only, whilst 
at St. dAnselme there are 80 per cent or even 90 per cent who 
buy in St. Anselme, there are exactly 26 members belonging to 
the St. Ansclme Hatchery, others are strangers, others 
belong to Ste. Claire; that is to say, we gaae chosen the 
best poultry men of the region in order to ensure quality | 
production -- the rest of the farmers of St. Anselme, 160 
to 165 of whom are owners of their own farms, buy chicks 
from us. 

Qe Now, these other persons who are not members and who 
buy chicks from you, do they leave any chicks in your hands 
for you to raise? A. Not all of then. A lot of them are 
able to do that as well as others, not because one needs to 
be a specialist to raise poultry and be able to offer unifa™ 


products. There are many requirements. 
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Qe Among those who cone to buy chicks, do you make a 
difference between members and non-members? A. No, not for 
prices, no. | 

Qe Do you refuse to sell to non-members? A. No. 

Q- Do you refuse to keep chickens for raising for non- 
members? A. No; that has an advantage: we make the sales. 

Qe Do you refuse to handle the hatching for non-nenbers? 
A. We are obliged to do that. 
| Qe Obliged by what? The A ee ees belongs to its 
members, it does not belong to anybody else; it would be un- 
lawful to make space for another and to refuse a member. 

Q- Am I to understand that if yourare refusing; itis 
because you have not the necessary equipment to do so? 

A, These people would like to become members and if we do not 
admit then, it is because lack of Space forces us to do so.. 

Qe It is the lack of space which obliges you to refuse to 
furnish the services requested? Ke Yess 

BY THE CHAIRMAN: 

Q- Do you actually refuse? A. We refuse becsuse our 
equipment is too small for a high production of C8gse To-day 
the space reserved for members for incubation purposes is 
limited to 450 C€Ss per weck. It is not a large proportion 
and were we to admit another ten members or all the menbers 
who want to come in, we would probably be obliged to limit 
the production perhaps to 150 eggs a week. 

Qe I cannot understand why you should choose your 
membership in the parish? A. We do not choose our members. 
The members who cario in at the foundation are the members we 
have. To-day we do not choose amongst those 39 members in 
the matter of incubation; the incubators belong to them and we 


have set our equipment in such 4 way as to let each of them 


bring his own quantity. 


i 
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BY MR. BROSSARD: 

Q- There are limitetions as to incubation but not as uo 
Other services for non-nenbers? A. No. 

Qe Since 1931, has your hatchery put aside any reserves? 
A. Since 1931, yes. To-day the general reserve amounts to 
yo, 798.44, 

Q- Have you any other reserves apart from the general 
reserve? 4. We have our patronage dividends placed at our 
credit. 

Q@» What do you mean? Credited patronage dividends but 
hot paid? A. Not paid over. 

Q- Since what time? A. I have here with me the state- 
ment for 1942. 

Qe How were they credited to each member?. A. These 
patronage dividends have been credited in favour of each. 

Q- In the ratio of the amount of his business? <A. No, 
in the ratio of eggs brought in. 

BY THE CHAIRMAN: 

Qe For what reason have you not paid up? A. Because 
we have always been in debt; we only got through paying them 
in 1944, we have no more debts since 1944, 

BY MR. BROSSARD: 

Q- Those reserves you Sspeak-about, where do they cone 
from? A. . They are the net profits. If, for instance, we have 
net profits of $3,000 or $1,800, we then decide at the general 
mesting to pay one-half cent the egg which passed through 
the Hatchery when we were charging two cents. 

Qe You allow a patronage dividend of one-half cent? 

A. Yes. 

Q- In the end, it would have cost a cent and a half? 

4. Yos; now this patronege dividend of one-half cent has nor 


been paid over; it has only been credited. 
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Qe Do you.say that you have patronage dividends that have 
been declared but not paid? A. Yes 

Qe Since when have they been declared? A. Since 1942. 

Q. They heave not been paid since 1942? A. No. 

Qe There has been no decision on the part of your co- 
Operative to pay them? <A. No. 

BY MR. CHAIRMAN: 

Qe» What do you do with them? «A. They are credited to 
each member on the value of the property. 

Q- Does the money remain in your hands? A. It is not 
an amount of money if we have a debt and if we make a net 
profit. Then, we credit each member if we have paid such a 
debt with the proceeds of the net profit, on the building, on 
the property owned by the members. 

BY MR. BROSSARD: ; 

Qe in 1942 you have credited the business profits for 
that year and you have carried a certain amount to the credit 
of each-of your members? <A. Yes. 

Qe And you have not paid it? A. No. 

Q.- What did you do? You have applied it on account on 
your debt? ik. Yes. 

Q- Then, you will not pay them? A. If we earn net 
profits during the following years, we may be able to pay a 
part of them. 

Q2 That patronage dividend which you have set is con- 
ditional on your making more profits in the years to come? 

Mie LO. 

Q- Will you submit a copy of the balance sheet? <A. Yes. 

Qe Have you, besides those patronage dividends, a profit 
and loss or a surplus account? A. In the balance sheet, 
under the heading Profit and Loss Account we have an operating 


profit of $1,603.37 for the year ended July 27, 1944. 
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Qe Has that amount been added to another amount of profit 
and loss accrued from previous yoars? je It was added to 
the amount of patronage dividend; they are accrued profits. 

Q- What are the accrued profits since the beginning, 
according to your balance sheet? Ae Yearly profits, 
$11,183.26; general reserve, $2,798.43; patronage dividends 
credited, $6,508.64; and undistributed balance, last year's 
balance, $18,078.18. Theat includes a special profit that is 
not a profit. The operating profit is only $1,603; there are 
grants from thew Department of Agriculture that are paid and 
those grants cost us the amount they carn. They are grants 
for blood tests, to pay the veterinary surgeons. 

BY TH CHAIRMAN : 

Qe You are indebted to the members by the amount of those 
Sradite?r .As. Yes. 

Q- What do you do at the death of a member? Do you 
pay his estate? A. Yes, we are committed to pay. If a member 
wanted to leave St. Anselme, we go to the ledger to the page 
where is entered every year the number of eggs he had hatched, 
and to be fair towards that member we reimburse his partnership 
stock and the amount credited to him. 

BY MR. BROSSARD: | 

Q. Dic you have to do it since the hatchery has been 
established? «aA. I do not remember. 

BY TH CHAIRMAN: 

Qe Up to the payment, is it yours or his? A. It is 
not mine; nothing of that belongs to me; it belongs to each 
of the menbers. 

BY WR. BROSSARD: 

Q- Who leave it with you, and which you utilize? 

A. Up to this day, they are debts that we paid. 


Qe That is, you contracted a debt to wipe out another? 
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‘A. Yes, the Caisse populaire debt since the establishment 
of the hatchery, Buildings were built, extended and improved | 
with the operating Profits earned. Of course we could not 
distribute those profits since loans were made from the Cathsse 
populaire. 

| Q- Did you reimburse the Caisse populaire? A. Yes, 

Q- With the profits earned? A. Yes. 

Q- js to those profits that you earned and out of which 
you reimbursed the Caisse populaire, have you credited each of 
the members in your books? A. What has just been settled, it 
is the patronage dividends that have been credited. 

ee OCs VOU aO NTE Pro ky) Te Mas Bean done. 

Q- Did you credit the Patronage dividends from year to 
year? 4. Since 1942, 

Qe When did you bay your debt to the Caisse populaire? 
mer 1h 1944, 

Qe When was that debt contracted? A. In 1939 or 1940, 
it was in December 1939 Or January 1940, 

BY THE CHAIRMAN: 

Q- «And you have paid it out of the amounts credited to 
the members@ A, Yes, it is with the profits earned each 
year that we reimbursed the Caisse populaire,. 

Qe Did you clear your debt to the Caisse populaire out 
of the patronage dividends that you credited to the members 
or did you settle it with that and other amounts? In other 
words, did you credit your members with the profits earned 
in previous years? A. Of course. Let me illustrate. In 1942 
when the amounts were credited, the yearly profits were set at 
95,844.26, It was not the profit for the year 1942 but the 
“cecrued profits since 1942. It was then that We credited the 
Value to our metibers. 


Q- The full amount? A. Yes. 
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Q- You kept it? A. We credited it to the members. 

Q- You did not yet have the opportunity to pay any of 
your members? aA. No. 

BY MR. NADEAU: 


Q- Do you pay interest to your members on those amounts? 


Q- as regards the Caisse populaire, you heard the other 
witnesses this morning? A. Yes. 

Qe Are your operations substantially of the same nature 
as those of the Caisses that were mentioned? 4. Practically 
the same. 

Qe Do you also lend to school or municipel corporations? 
A. It has been done in the past, but I do not believe that at 
the present time there are any outstanding loans to corpora- 
tions. 

Q- What do your assets consist of? Investments and 
bonds? 4. The assets, we have $123,963.86 in bonds. Out of 
those bonds from 30 to 40 per cent are Victory bonds. 

Q- The others are school and municipal bonds? A. Yes, 
most of them, and religious institutions. Besides we have 
a deposit of $3,000 at the Caisse centrale. 

Qe Do you credit your members with the interest you 
receive on Victory bonds? A. They are learnes Our members 
have deposited at the Caisse populaire; they go to the 
account of the Cattsse populaire. 

BY THi CHAIRMAN: 

Qe That revenue serves in part to pay the interest on 
deposits? A. Yes. 

Q- What interest do you pay on deposits? A. Two per cent. 

Q.- How much do you receive from the Caisse centrale? 
+. I do not know, two and a half per cent, perhaps. 

Q- Do you pay a patronage dividend to your depositors, 


your borrowers or your members? 3. We pay the bonus after 
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the general meeting, if it is decided to pey any. We never 
paid more than five nor less than four per cent, I do not think. 

Q- How much do you pay on share capital? <A. That is 
it, 4 or 5 per cent. 

Q- Did that interest vary in the course of the years? 

A. From 4 to 5 per cent. I think it was always 5 per cent 
before the present year. 

Qe You reduced it to 4 per cent? A. Yes. 

Qe Before paying 5 per cent, did you pay a lower rate? 

A. No. 

Q.- Do you pay the bonus besides the 5 per cent? A. On 
shares. 

Q- Your profits are distributed between your share- 
holders, your depositors and your borrowers? A. The borrowers 
and Shareholders are the same, the same persons. 

Qe Besides the 2 per cent you pay on deposits, do you 
distribute to your depositors any part whatsoever of your net 
annual revenue? A. Besides the bonus on shares as shareholders? 

Q- According to the number of shares they hold? A. Yes, 
if you refer to the borrowers, they borrow at 5 per cent. They 
pay off their loans every fortnight or every month. It is 
practically 3 per Mito gy town from that interest you require 
the borrowers to pay, interest which is set in advance, do 
you distribute to the borrowers any part of your net annual 
fevenue? A, Nothing else but the bonus on their shares. 

Q- I am justified in coming to the conclusion that with 
your net annual revenue you pay interest or a bonus to your 
Sharcholders according to the number of shares they hold, 
and that you also accumulate reserves? A. Yes, 

Qe But your shareholders, as borrowers or depositors, 
do not directly benefit from the year's net profits. Is taarv 


correct? A. The Caisse belongs to them: the Caisse populaire 


oe 


vas 
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belongs to all the members. 

BY THE CHAIRMAN: 

Qe Do you finance any of your members who wants to 
personally buy Victory bonds? A, You mean, lend them money 
to buy a Victory bond? 

Q- Yes? Ae I cannot say what was done; I am not the 
manager and I really do not know. I do not know if it is 
possible. is it possible that the Caisse lends money at 5 
per cent and convert it into Victory bonds at 3 per cent? 

Q.- Would not that be a means of reducing the investment 
of the Caisse, as a Caisse, and of increasing the savings of 
your members? A. I do not see if it really could increase 
the savings of the members. 

BY MR. BROSSARD: 

Qe At what rate do you lend to school boards?. A, The 
rate is 5 per cént less one and one-half per cent. 

Q- its it because it is a school board? A. Noy net 
more than the others. 

Q. What do you mean? A. If the general meeting 
decides to make loans at 5 per cent, when the credit committee 
grants a loan sand the borrower pays back, say, #50 a month, 
we tell him: "We will give you one per cebt." | 

Qe In other words, if he meets his obligations, you pay 
him interest at a rate of one per cent? A. Yes, 

Q- And if he does not meet his obligations, you charge 
him the full rate of interest of 5 per cent? A. Yes. 

BY MR. HUDON: 

Q. With reference again to the Hatchery, I understand 
that all the e68S are supplied by the members and members 
residing in six neighbouring parishes? A. Yes. 

Q The territory served by the Hatchery is not limited 
to the parish of St. Anselme only? <A. No. 


Qe With regard to the sale of chicks, evidently, it is 
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made to the members and to those who wish to buy some? 


A. Yes. 


Q- Would you produce the balance sheet? A. Yes. 


PIERRE TURGEON 

of St-Anselme, Dorchester County, having been duly 

sworn on the Holy Hvangelists, deposes: 

BY MR. HUDON: 

Q- You reside in St-Anselme? Ae Yose 

BY MR. BROSSARD: 

Q- I understand that the witness comes from the game 
place as the previous witness. I do not think it is necessary 
to hear his evidénce on the same facts. 


(The witness retired) 


ALBERT COTE 
residing in Quebce City, 1? Carillon Street, having 
been duly sworn, reports: 
BY MR. HUDON: 
Q- it understand that you are manager of the Caisse 
populaire of St-Sauveur? A. Yes. 
Qe St-Sauveur being a parish of Quebec City 
with a working@lass population? A. Yes. 
Q- Besides being a manager of the Caisse populaire 
what is your occupation? A. Leama civil engineer. 
Qe Would you tell us what year the Caisse popu- 
laire of St-Sauveur was founded? A. In 1908, 
Q- Would you file a summary balance sheet as at 
ol January, 1945, as Exhibit 5? A. Yes. 
Q The Caisse operates in a working-class district? 
A. Yes. 


Q- Composed almost entirely of workers? A. Yes, 
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about 90 per cent. 

Qe What is the rate charged to members for mortgage loans? 
A. Five per cent. 

Q. What is the amount creditcd to the share capital? 

A. Tho amount paid on the share capital is four per cent. 

Q.- What is the savings rate? A. Two and a half per cent. 

Q. What is the proportion of government loans? A. We 
have from 50 to 60 per cent in government bonds. 

Q- What is, in your opinion, the amount of government bonds 
purchased by the members through the Caisse at the time of the 
last Victory loan? Ae We cannot control all the bond pur- 
chase, but during the Seventh Victory Loan our members pur- 
chased from $35,000 to $40,000 worth of bonds, either by 
means of cheques on their deposit accounts or with the loans 
we made them to buy those bonds or make up the balance. 

Q What are the considerations, apart from government 
loans, Which influcnece your credit committee in granting 
loans to members? A. First of all, we grant loans on 
mortgages, on property, cither for repairs to old houses or 
slum clearances, for the acquisition of certain properties, 
as we did chiefly during the last two or three years, or to 
build new houses. Moreover, we make loans on acknowledgment 
of debt, the proceeds of which the members generally use to 
pay their little debts, buy furniture or pay off debts here 
and there. 

Q- Could you give three aakayaaas three concrete cases. 
You mentioned property restoration. A. I have a case in mind. 
This year, we had to help a member whose property consisting of 
@ Single dwelling was in a very dilapidated condition; he 
could no longer live in it. We loaned him a large proportion 
of the velue of his property and he built himself a new house 


with three apartments in addition to his own. 
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Q. An example of a loan on acknowledgment of debt? 
A. I could go on all day giving examples. 

Q. Just one at random? A, About a year ago, we Made 
a loan to e man with an income of $25 a week. He owed 250 
on furniture bought when he got married. He had a child and 
expected another one. He came to the Caisse and we made him 
a loan of $300 on a note cndorsed by two men whose financial 
standing was none too good, .pparently honest people, but 
without any valuc from the point of view of solvency. We made 


the loen on the understanding it was to be repaid at the rate 


> ——— 


of $20 a month or $5 a week, and our man met his indebtedness 


ay ae & 


perfoctly. I want to point out the regular way his payments 
wore made. We often have people like that with a very small 
income, where it is a case of close budgetting, and I consider 
that the service we render our mombersrcsides chiefly in the 
fact that we budget their expenses. 

BY TH4 CHATRMAN : 

Q. Whet was the rate of interest in the case you have 


just mentioned? <A. Six per cent on acknowledgment of debt. 
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erest rate is always computed on the balance owing, 
so that generally loans on note of hand are not granted for a 
period of more than one year, and, if the borrower keeps up 
his payments, the actusl rate is three and three quarters per 
cent. 

Q. He does not pay six per cent? Be Ho. 

BY lik. HUDON: 

Qe You have now 2290 members, 320 colleges, 2435 con- 
vents. Will you explain what all that meams? 4. (In order 
to spread the idea of cooperation and chiefly to teach the 
young children how to save, we have organized in our schools 
eaisses called Caisses Scholaires (School Savings Banks) and 
we collect the moncy every week. We let our children make a 


banking transaction when they are very young. We take deposits 


| 
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of one cent at a time. It does not pay from the point of view 
of profits, but it is simply for propaganda purposes, to ect 
our children into the habit, and as a matter of education. 

Qe And so you have in your schools 563 children who are 
allowed to deposit even one cent at a time? <A. Yes. 

Q- «re the members of the credit committec and of the 
supervising committee in your Caisse paid for their work? 

4. The manager is the only man who is paid. 

Q. And you had at 31 January, 1945, $18,000 worth of loans 
on acknowledgnent of debts and $609,000 in mortgage loans? 
A, Los. 

Q ls there anong these loans on acknowledgment of debts 
Or mortgage loans a single one szranted to non-members? 

Ae No. 

BY THE CHATRIAN: 

Q- its your Caisse inspected? A. Yes, by Federation 
inspectors. 

Q- Once a year? A. About once a year. 

BY MR. BROSSARD: 

Q. tn the case of the loan you granted for the conversion 
of the single dwelling property, what guarantee did you 
require from the borrower? 4. I think he had $1,000. 

Q- How much did you loan? A. $8,000. 

Qe What guarantee did you require? A. We took a first 
mortgage on the property. 

Q- No endorser? A, No, 

Q- What is the maximum amount you are able to loan? 

A. It is more or less determined by the amount of our avail- 
able funds. 

Q- I mean the maximum anit of individual loans? 

A. At the Sag ant time, if you ask me what is the maximun 
amount of individual loans, we would not go beyond $4,000 or 


$5,000 because we have reached a limit of caution which prevents 
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us from making loans. But we have no stated maximum in our 
by-laws. 

Q.- is the board of directors or the credit committee 
the only body deciding what loans are to be made? A, Legally, 
yes. 

Q- Apparently you are making a distinction? A. Ina 
Caisse, obviously, there is cooperation between the credit 
committee and all the officers. And it has happened in ours 
that in dertaib cases the credit committee would rather have 
the opinion of the board of directors. 

Q- There is no amount beyond which you cannot lend without 
the consent of the Union regionale or of the Federation? 

A. Whatever the amount, we have nothing to do with the 
Federation. 

Qe What about loans to others than your members? 
A. Loans to others than our members are investments. 

Q. How do you make them? A. They are bond purchases 
and we must obtain the Federation's approval. 

Qe An fact, about those bond purchases, is the initiative 
with the local Caisse or with the Union regionale? A. The 
initiative is with the local Caisse; it knows the amount of 
funds available, it takes the initiative to inquire from the 
Federation if the latter has any bonds on hand. What happens 
most of the time is that bond dealers offer us some bonds and 
we ask the Federation for approval. 

Q- Are there any cases when the Union regionale or the 
Mederation initiate the purchase themselves. Is it possible 
for the Federation to buy a whole bond issue of a religious 
institution and divide the amount among the various Caisses, 
® block to each? A. The Federation can never compel us to 
purchase bonds; we are autonomous. 


Q- From the legal point of view? A. Theoretically, also. 
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The only instance where we were invited to subseribe was for 
the Victory loans. So fer as I know since I am the manager 
of the Caisse, I never had any applications whatsoever for 

; . 

subscription, 

Q« To your knowledge, the Union regionsle did not happen 
to subscribe the total issue of qa municipality or institution, 
and divide it in vorious blocks among the Caisses localos? 

A. No, not to my knowledge. 

Qe You said that you paid a certain percentage to your 
Shareholders? A. We paid this year 4, per cent on the share 
capital and two and ea half per cent on savings. 

Q- TIwoanda half per cent, that is the fixed interest 
you pay to depositors? A. Yes. 

Q» But in addition to that fixed interest, did you pay 
anything to the depositors? A. Not this year. 

Q- Did you cver do so? A. We have paid a patronage 
dividend on loans bofora. 

Q. The depositors? A. No; I consider that two and a 
half per cent is quite a fair rate. 

Q- To borrowers, did you ever pay any patronage dividend? 
A. Yes. 

Q- On many occasions? A. We have not for two years now. 
Before that, I am not in a position to tell you. 

Q Did the interest rate paid to your members vary during 
the last ten or twelve ycars? A. The rate we paid to our 
members on savings has ranged from 3 to 24 per cent, and on 
Capital from 5 to 4 per cent. 

BY MR. LACROIX: 

Qe Would you tell us in a fow words how it works from 
the viewpoint of the hierarchy of the Caisse? You have the 
Caisse locale like yours, and then how does the gradation rin 


from the point of view of the Caisses? The Caisse locale 
" 
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enjoys.complete autonomy except ‘vith regard to investments; 

we have to secure authorization from the Federation. So it is 
with the inspection of the Caisses for which we have to depend 
on the Federation. 

Q. Referemce is made to the Caisse regionale. Is there 
an intermediate degree between the Caisse locale and the 
Federation? A. The Caisse regionale is the clearing Caisse, 
tf would say. Our outstanding cheques are cashed at each bank 
and drawn on the Caisse centrale. 

Q. Where do you deposit your operating surplus? <A. With 
the Caisse centrale to cover our liabilities. 

Q.- You get an interest of 24 per cent? A. Yes. 

Qe Does the Caisse centrale place those funds with the 
Pederation? A. It cannot place them with the Federation 
because the Federation does not fund. It generally places 
them as securities on the market. 

Qe You have just said that you made loans only to your 
members? A. Yes. 

OF To your knowledge, did it ever happen that people 
wanted to borrow from the Caisse without belonging to it and 
they were asked as a condition to become members? A. Surely. 

Q- That happens? A. Very often. This is not asked for 
as a condition. Suppose that an individual comes to the Caisse 
with a view to secure a loan; we ask him if he is a member. 
if he is not, we say: "The only thing you have to do is to 
become a member." 

Qe If I come to your Caisse without being a member, you 
will ask me to become a member? A. Yes. 

Q. And this will cost me $5? A. You have to invest 35. 

Q. On which you will pay me interest at 4 per cent? 


A. We do not undertake to pay. 
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‘ BY TH’ DHATRMAN: 
Q- You are going to make the loan to him at once? 


A. We will consider his case. 

BY MR. LACROIX: 

Q. Now, against a $5 investment bearing interest 
of 4 per cent, 1 will be able to enjoy immediately the ad- 
vantages you grant? A. Yes. 

Q- You made reference a little while ago to the $8,000 
loan securod by 4 mortgage. Could you tell us how much this 
gentleman had in your caisse? A. He had surely not more 
than $5 or $10 in shares, for we ask the borrower to invest 
all the money at his disposal in his project. 

Qe You do not consider the number of shares I hold 
in the share capital; as long as I hold a share, it is enough? 
A. Yes. 

Qe For anyone who comes to you? A. Perhaps not 
anyone. 

Q- Anyone who gives you satisfaction from the stand- 
point of a character? A. To be a member you have to be a 
depositor and live within the territorial district. 

Q. Do you have to reside in thé territorial district? 
A. When the application is made, the applicant must reside 
in the territorial district. 

Q. Do you know of any individuals holding share 
eabital in caisses of parishes where they do not live? 

A, It happens that mombers who lived in the district after- 
Wards took up residence outside the area. 

Q. They retain their shares in the Caisse located 
in the parish they come from and take new sheres in their 
new parish? A. Yes. 

Qe What is the limit a member can hold in your Caisse? 
A. In our Caisse it is 61,500. 


Qe Now, with regard to what you called a moment ago 
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the patronszc dividend you psid on tho loans, except for the 
last two years, can this be identificd with the case just 
pointed out that it is a roward, a bonus for those who meot 
their obligations? A. It is ea distribution of profits to 
those who-caused them; that is to say, that it is actually the 
borrower who brings profits to the Caisse. 
Q- Do you make a distinction between two borrowers onc 
of whom repays his loan faithfully while the others docs not? 
4. 4 patronage dividend should apply to all those bringing 
profits. to the. Caisse. 

Qe You make a distinction between what Mr. Lavalloe called 
.4 bonus and what yau call a patronage dividend? A. A bonus 
is the interest on the share capital. 

Qe iMr..Lavallee explained a fow minutes ago that the 
investments were made on a basis of 6 per cent, and that the 
One per cent was a refund. A. When lI refer to patronage 
dividend, this has been paid to all the borrowers who paid 
interest during the year. 

BY TH CHAIRMAN: 

Q. Have are a loss factor on your loans? A. No, I did 
not prepare it} we are incurring a few slight losses. I will 
_be ina Beet or to give it to you in a few mknutes. I do not 
think that the factor will reach one per cent. 

@- Do you insure your deposits, your loans, ina 
reimbursement insurance company? A. For reimbursement, no. 

Qe You are not carrying insurance of any kind? 

Ae You mean an insurance to ensure reimbursement if the 
individual. does not repay his logn? 

Q- When you make a mortgage loan, do you insure the 
Properties? A. Yes, against fire. 

_BY MR. LACROTZ: 


Q- Who underwrites that insurance? A. The insurance is 


, 
‘ tee 
” 
. 
» 
‘ 
A 
. 
G 
‘ 
' 
. 
oll 
. 
\ 
. 
: 
ete - 


oo 


-3508-(Translation) Mr. Cote 


underwrittcn by members' agonts. Suppose that an individuoel 
comes to the Caisse to got a loan, he has the insurance agent 
who usually looks after his assets, so he continucs with his 
own agent. We insist on the inclusion of mortZage clause in 
favour of the Caisse. 

Q- Does the Union regionals insure you in that ficld 
of insurance on mortgage losns? A. Not yet, I hope it will 
soon do so. 

Q- Do you-make loans to other industrics than tho co- 
operatives? A. We have one lonn to a consumer cooperative. 

Q.- tam referring to other industries than cooperatives? 
Be tHe 

Qe Suppose one of your members has a business and wishes 
to get a loan for his business. Do you make the loan? 


A. No, we leave that to the banks. 


senator Cyrille Vaillancourt 


resumes his evidence as follows: 


BY MR. BROSSARD: 

Q. We heard on several occasions of the Caisses 
centrales and the Caisses regionales. Would you describe 
to the Commission the exact operation of the Caisses region- 
@les? A. With your permission, we will start at the 
beginning. The Caisse locale operates on the parochial plan. 
Well, mr. Desjardins says: "The first thing to do is to have 
the parish money spent in the parish in order that it may 
progress and develop.” Now, with the economical expension, 
and so on, we have been led to set up regional organizations. 
We have regional orgenizations because regional problems 
Cannot be the same as those of a whole country. For instanco, 


the problems of the district of Gaspe cannot be the same as 
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those of the district of Quebec. Sc the district of Gaspe 
has its own regional organization where the caisses locales 
deposit their surplus funds. Morcover, the caisse regionale 
actS as tne clearing house because in ae great number of local- 
ities, say in 60 per cent of the localities where a caisse 
populaire is established, there is no bank. We have an agree- 
ment with the banks. The funds of the caisses are deposited 
with us and we offsot the chequcs. ‘At certain periods, the 
movement of money is not the same all over. You were told so 
& moment ago with regard to Abitibi; when the month of May 
comes around the men are paid for the woods operations, but 

it is also the time when the real firmors need money for their 
supply of chemical fertilizers. Then, if a caisse necds money, 
another caisse lends it =nd that is why we use part of our 
funds for bonds investment. The loan is not negotiable, but, 
on the other hand, bonds are. All our funds cannot remain 
without yielding interest, they have to work. Take a caisse 
which has a surplus, it buys bonds of the Dominion of Canada, 
of @ provincial government, of a municipality. Time comes, 
however, when the caisse needs money. The bonds are trans- 
ferred to us and we grant @ loan. That explains how the 
Caisse of Ste-Perpetue helped the Caisse de St-Denis through 
la centrale. Individually they could not do it. 

Q. As a matter of fact, la caisse regionale makes 
advances, grants loans to the caisses locales and also 
receives deposits from the caisses locales? A. Yes. 

Q- What is the rate of interest charged by the caisse 
regionale for advances made to the’caisses locales? 

A. It is to be noted that each caisse regionale operates 
in its own field. In the district we charge 4 per cent to 
caisses locales except if the money is needed for the financing 


of Victory Loans during the six months; we are doing what we 


-5510-(Translation) Mr. Vaillancourt 


ere asked to do -- 3 per cent. 

Q- On deposits? A. Two and One half per cent on the 
iinimum quarterly balance. 

Q- In the course of the year's operations, out of its 
dealings with its locales, the caisse Tregionale realizes a 
yrorit? A. Yes, it must hold somewhere. 

Q- Is it a substantial profit? A. Presently, when we 


are lending et 3 per cent and paying et pe 


i 


cent, there is not 
much left. 

Qe But when you grant loans you charge 4 per cent. On- 
such transactions there is a profit of 14 per cent? A. Yes. 

Qe Would you produce the balance sheet of a caisse 
centrale, "La Caisse Centrale de Quebec? As X68e 

Q@- Is there a centrale of centrales? A. No; there is 
the Federation; but it is for the inspection, not for the 
reception of deposits. 

Q. he Federation has no orgenization corresponding to the 
Caisse regionale? A. No, the Federation does not receive 
deposits. 

Q- From a legal view point, the caisse regionale is 
Separate from l'Union regionale? A. No, it is the same body. 

Q- I thought I understood in Montreal that they were two 
different, distinct organizations? A. They have the same 
board of directors, the saine manager; it is only a section. 
Whet happened is that the unions were founded before the 
Caisse regionales, 

Q- So, as Mr. Girardin said, the ceaisgse regionéle is 
Only a service? A. Yes. 

Q- And the majority of the caisges regionales operate 
Ss you just said? A. Yes. 

BY THE CHAIRMAN: 


Q- Are there any caisses centrales? A. They should be 
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called caisses regionales, 

BY MR. BROSS.RD: 

Qe They are called caisses centrales, but they stiould be 
called caisses centrales regionales? <A. Yes. 

Q- Is there an organization looking after the exchanges 
that have to be made between the regions? <A. We make 
deposits with one another and when we receive cheques drawn 
on one region we honour them and the region does the same, 

BY MR. NADEAU: 

Q- Have you banking operations with tae DADS T io ee 

"the caisse regionale happens to need liquid funds and has to 
go to the bank to borrow? 

Q- Yes? A. That is done every year, when large with- 
drawals are made in the Spring. 

Q. Are all the ecaisses populaires of the Province of 
Quebec federated? A, Yes, minus one. There are 903 or 904 
caisses. I mean the French caisses, not the Credit Unions. 

BY MR. BROSSARD: 

Q. I asked a Witness, this afternoon, if it sometimes 
happens that either the Federation or the union regionale 

' buys the whole bond issue of a school board, a municipal 
corporation or a religious institution and if in turn the 
said union distributes between its different caisses the issue 
SO purchased. Did that happen? A. Not so far as the 
Federation is concerned, but it happened by exception for a 
Caisse regionale. The caisse regionale bought the issue, but 
Mover said: "I will buy such issue and you will take so much.” 
They are exceptional cases and very small lots, 

Q- To whom does the caisse regionale make loans? 

A. According to section 40 of the Cooperative Syndicates Act, 
the caisse is authorized to make loans to religious institutionc. 


fabriques, trustees, school boards, municipal commissions, 


convents. 
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Q- No motter if they are members or non-members of 
catiisses populnires? A. Yes. 

BY MR. NADEAU: 

Qe Without distinction? A. Without distinction. 

BY MR. BROSSARD: 

Qe Out of the money received in deposit from its caisses 
locales, the caisse regionale may make loans to people who 
are not members of caisses locales or regionales? A. Yes. 

Q As a matter of fact, are not the loans of the caisse 
regionale made for the most part to non-members, to institu- 
tions non-members of caisses locales? A. In the first place, 
ft am speaking of loans; I elways mike a distinction. 

Q- Hor the purchase of bonds? <A. Direct loans, we malo 
loans to members. 

Q. The caisses locales? A. Outside of that, the 
institution is authorized to join the caisse, it has to buy 
a share and after that business can be done as a fabrique. 
Not 2 per cent is dealt with that way; they are obligations, 
we are forced to transact that way by the nature of the things, 
because we need securities negotiable on demand. 

BY MR. NADEAU: 

Q@ Which can be sasily discounted? A. Yes, we go to 
the bank. 

Qe Does your balance sheet show clearly the disposal 
of all those funds, investment, loans to religious institu- 
tions, etc.? A. I will give you the balance gheet of la 
Caisse Regionale de Quebec; everything is shown. Out of an 
amount of $9 millions, $40,000 to $50,000 are loans, the 
balance is composed of bonds. 

BY MR. BROSSARD: 

Q- Does the caisse regionale distribute profits to 


caisses locales in the way of bonus, interest, dividends? 
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A. We pay 2% per cent on savings and 5 per cent on the 
capital. 

Qe On the capital, is it a fixed amount? A. It is 
determined each year at the general meeting. 

Q The capital is the total payment made by cach caisse 
locale according to the amount of its assets? A. No caisse 
is authorized to take more than $3,000 from the regionale, 
it has to pay a tax. 

Q- «And you pay up to 5 per cent? A. Yes. 

Q.- «According to your constitution would you be authorized 
tO pay more than 5 per cent? A. Yes, we could pay as much 
as 8 per cent. With your permission, Mr. Commissioner, I 
would like to make one point clear. When we pay a rate of 
interest of 5 per cent, you know that we have to pay a tax 
of 7 per cent on it, and our caisse pays like all the other 
cooperatives. 

m- You deduct? <A. I pay 5 per cent, I deduct 7 per cent 
from the 5 per cent and I send it to the Government. 

Q- You hold it on the amount paid to each individual? 

A. Yos. Now, there is another point concerning the 7 per 
eent which is unfair as far as we are concerned. With regard 
to ordinary corporations, it is admitted by the Income Tax 
Department thet if one draws less than $1, ho has not to pay 
the 7 per cent. So, the corporations which are able to pay 
two cents less than 4 per cont but which pay in 4 instalments 
have not,.to pay; on the other hand because we are paying 

5 per cent onee a year, wo are taxed immediately. The caiss 
Tegionale does not pay, but the individuals do. I do Say so 
because I want to establish that our individuals pay. 

BY MR. BROSSARD: 

Q- I understand that a caisse locale to become Qa member 


of l'Union regionale has to subscribe a certain portion of the 


ee ee 
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authorized capital of the latter? <A. Yes. 

Q. Is there a certain maximum for that subscription? 
A. As far as we are concerned, the maximum is $3,000. 

Q The maximum is stipulated in your constitution? 

A. Yes, to preventthis; if the amount was unlimited -- as it 
is withdrawable -- everybody could withdraw in a lump sum, it 
would be dangerous. 

Q. What rate do you pay on the: share capital? 4. Five 
per cent. 

Q. ts there any bonus added to that? <A. No. 

Q. Is there any entrance fee required from caisses 
locales over and above the sutscription? A. Yes. Nothing 
is required for the first $500, but for the other $500 we 
require 20 cents per %5. 

Q. If I understand the set-up correctly, do caisses 
locales under your supervision lend any money to others than 
cooperatives for industrial or commercial purposes? A. I may 


tell you that usually it docs not happen, but unfortunately 


sometimes it does; it is the exception. We make small loans. 


i know that banks do not loan money on mortg-ge, do not like 
to loan money to cooperatives. Thoy are interested in small 
loans only since a few years. 


Q- Do caisses locales pey any comission to the union 


regionale for the exchange of cheques for the clearing office? 


A. Banks charge us for exchange of cheques #nd we charge the 
caisses populeires for what banks cherge us, and the caisses 
populaires pay one-tenth of one per cent of their assets to 
help to maintein the organization. 

Q@- Does the Union regionale write any insurance for 
caisses locales or members of caisses locales? A. No. 

Qe No kind of insurance whatsoever? A. Not at the 


present time. 
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Q. Is there any project? A. Yes, and here is the 
reason: in the rural district, isolated people are not easily 
insurable and insurance rates are prohibitive. Of course, 
there are mutual insurance concerns but the limit is $2,500 
Inly; there are members who have propertics anounting to as 
high as $10,000. We thought of that. 

Q- I see in the documents on file that there are members and 
and affiliated members? A. No, auxiliary members. They are 
Minors, children, married womeh dependémt on their husbands 
and those who left the place. For instance, here is somebody 
who resides in Quebec city and takes up residence in Levts. 
As he has shares in Quebec he will romsin in his caisse in 
Quebec but he will become an auxiliary member. He will not 
be able to get any money from the caisse; he will come to 
Meetings but he will not be able to becom a director. 

Q.- Under what conditions can bodies such as school or 
municipal corporations become members of a ceisse populaire? 
A. The same as an individual, $5 per pertnership share. ‘ 

Qe Have you eny figures about the ratio of losses in your 
caisses regionales? <A. In caisses regionales or generally? 

Q- In the district? A. I hed calculated them a few 
years ago for the whole province; they were less than a 
fortieth of one per cent. 

Q. Would there be any inconvenience to peyments, to 
Patronage dividends being remitted to borrowers at the end 
Of every financial year? A. Many caisses do so; now, as to 
Patronage dividends, we must know what we mean. I may loan 
money at a higher rate of interest and say: "I will give a 
Patronege dividend" or I will loan money at once et a lower 
fate of interest and it ends there. We have to be careful it 
we lopn money at too low 2 rate and if the rate ZOGR UP « sis 


We must always have a reserve fund; there is always the 
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possibility of incurring a loss. We know it from experience 
during the other way. The main thing is that the lae compois 
us to have 4 reserve fund, and the law says that such a 
reserve fund -- so that nobody could lay hold of the reserve 
fund -~- can never be distributed between members if the 
caisse gives out business. Suppose a caisse having $500,000 
in reserve fails and the people say: "Let us liquidate, 
divide that and start anew." It is specified by the law 
that if a caisse liquidates, the money shall be distributed 
by the Licutenant Governor in Council to a charitable 
institution. 

BY THE CHATRMAN: 

Q- Do you think a patronage dividend shouhbd be paid 
during the year it has been gained? A. Yes, in general. 

We should not forget that those who start a cooperative are 
not millionaires; they are beggars who need it to improve 
their lot. A moment ago, the Cooperative Hatchery was 
mentioned... 

Q- It is a recognized Principle? A. Yes. 

Q- Because you say, “if there is an excess of surplus 
Savings, after provision is made for the payment of interest 
On savings deposits, administration expenses, for the 
Teserve ..." A. We go even farther than that; anybody 
Wishing to raise the rate of interest on pareemmmna ae gat 
more money, to give more to the shareholders, could not do 
it, you have to benefit both; if you wish to raise one you 
have to lower the other. 

Q- It amounts to the same thing? A. No, it is not the 
Same one who benefits by it; one is richer and the other 
is poorer, 

BY MR. NADEAU: 

Qe Who decides on the patronage dividend? A. It is the 


general meeting. 
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Qe On the recommendation of the board of directors? 
A. Yes. 

Qe Were there many cases of liguidation of caisses? 

A. No; there were perhaps 9 or 10 liquidations of caisses, 
Which turned out odie. I may tell you that since 44 years 
there were 77 or 75 caisses which were established and which 
were closed. Nine of them were closed because they had not 
observed the rules. 

Q. I would like to have your opinion on a certain matter; 
whether you see any big difference between the operation of 
caisses centrales and the operation of investment undertakings, 
mortgage undertakings, investments in municipal, religious 
or Government bonds? A. Trust companies or banks? 

Qe investment companies in general? A. We do no such 
things as trust companies! business; investments come second. 
At the present time; we are compelled to make a good deal of 
investments; everybody has their pocksts full of money. 

Q. We noted that investments far exceeded usual loans. 
A. Yes, that is what is going on at the present time; it 
happens in the banks, everywhere. But the post-war period 
is bound to come and it is well to have liquid money easily 
realizable; we must remain realists. During the other war, 

I was With the Caisses populaires; I saw what happened. 

If all our money was put in mortgage loans, we would be 

frozen. Now, people instead of borrowing money, hand us 

their money;,their pockets are full of money, there is 

plenty of money, but it will not be so plentiful after the war. 

Q- Do you think that the caisses could be more useful by 
helping members to buy Victory bonds, to build up personal 
Savings rather than by building reserves for themselves? 

A. Iwill give you a concrete example; we have in the hanx. 


Of caisses populaires $31,965,000 of Victory bonds. The 
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caisses have 13 millions of these 31 millions; the balance 
belongs to members. A moment ago, someone not aware of the 
inside mechanism of the caisses was asked: "Do caisses popu- 
laires help people to buy bonds?" Yes, we do at three 


per cent and we do it gladly to help our country and to help 


ourselves. During the first loan $500,000 worth of bonds were 


bought, and during the last six months, fdr $8,180,000. The 


caisses have $3,106,150 of the 8 millions; the balance belongs 


tO our members. We encourage them to buy bonds, we educate 
them with that objective in mind. 

BY MR. LACROIX: 

Qe The caisses regionales you have just mentioned are 
legal entities There from your caisses locales. You have 


pointed out to Mr. Brossard a moment ago that your under- 


taking towards members and caisses locales is to pay 5 per cant 


on the share capital and two and a half per cent on deposits. 
Once such operations are concluded, you have necessarily a 
surplus. JI would ask you to submit a copy of the Caisse 
Centrale'ts balance sheet. A. Yos. 

Q. That reserve you have and which of course belongs 
to the Caisse regionale does not belong any more to your 
members? A. Yes, it belongs to our members. 

Q.- You say there is no petrénage dividend; you yYave 
Said in reply to Mr. Nadeau that there was no petronage 
dividend. A. There is no patronage dividend; it is 5 per 
cent on the share capital. 

Q- And two and a half per cent on deposits, that's all? 
“A. Yos. 

Q. Now, the reserve you have and that I would like to 
examine in your balance sheet is not distributed between your 
Members? You are keeping it as a reserve and where will 


it Go? A. In case of losses, it would be used to make good 
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our losses. 

Qe Members cannot identify in that reserve a snare which 
may some day come back to them as operating profits? 

A. No, because all are on the same footing. Now I will also 
make a distinction: we do not follow the same line of argument ; 
you look at it from the capitalist point of view whercas I look 
et it from the cooperative point of view. Before paying 5 per 
cent, the Government compelled us to set up a reserve fund and 
with the difference you are able to pay a bonus. So, if the 
bonus does not enable one to pay 5 per Gent, it is only four 

Q- But when your 5 per cent is paid as well as your two 
and a half on deposits, you have a reserve fund? <A. We are 
compelled to. 

Q. In the case of a caisse locale or of an ordinary co- 
operative, is such reserve identified as the members! 
property? A. No; the law says that in the event of winding 
up of business it will go to the public charities. 

Qe And the "Caisse regionale®™ constitutes an absolutely 
distinct body, benefitting by reserves? A. Yes; i0 2s 2 
Syndicate. 

Qe You spoke of loans made for industrial purposes, 

Brat were the exception, the rare exception. Is there any- 
thing in your by-laws preventing this? A. Our by-laws state 
that we should not make hazardous, risky loans. 

Q. This applies not only to industrial loans; there are 
mortgage loans that are hazardous? A. Yes. 

Q- But there is nothing prohibiting the destination of an 
investment, it is the risk element that must be taken into 
account? A. No, not only the risk clement; we do not wish 
to engage in operations perteining to banks. 

Q. In practice, you do not want to do it, even though thie 


is nothing preventing you from doing it? A. It is very 
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dangerous; the caisses that tried it have come to naught. 

Q- May the auxiliary members borrow from the caisses to 
which they belong? A, They are members who have left the 
locality, women who must be assisted by their husbands. 

I live in Levis, I come to reside in Quebec, I want to 
borrow in Quebec, I may borrow in Quebec. 

Q- Can you borrow in Levis? A. I may, but the caisse 
docs not do it, because in the questionnaire one is asked, 
"have you any outstanding loans with other caisses." 

Q. There is nothing in the by-laws prohibiting it? 


ie NO, 


R&VEREND FATHER GEORG #S-HENRTI LEVSSQUEZ, O.P., 


Dean of the Faculty of Social Sciences, of Laval 

University, at Quebec, being duly sworn on the 

Holy ivengelists, deposes:- 

BY MR. BROSSARD: 

Qe What office do you hold on the "Conseil 
Superieur de le Cooperation"? A, [I represent the faculty 
Of sdcial sciences on the Council, and I am a member of its 
board of directors, 

Q.- Must I infer that you have taken an active part 
in the organization and creation of the "Conseil Supericur 
Ce la Cooperation (Superior Council of Cooperation) of the 
Province of Quebec? A, Yes, with several fellow cooperators 
I took part in the founding of the "Conseil Superieur de la 
cooperation,” 

Q. And that goes back to what date? A. April, 1939, 

Q- And since then, the Council hag continyed to 
SxXist? A. Yes, and it has developed: I was its first 
Chairman and remained so until October last, 


Qe With reference to this memorandum which you are 
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submitting, I see in the introduction that you state that 
the Council is composed of three classes of institutions? 
A. Yes. 

Q. The first class is composed of institutions dealing 
with the practical side of cooperation. And so, I should tell 
you immediately that consumer coopcratives have been repre- 
sented and heard through their Alliance; that the agricultural 
cooperatives were so represented and heard through the 
"Cooperative Federse"; the fishermen's cooperatives, through 
the "Pecheurs-Unis de Quebec"; the mutual life socicties, 
through the mutual insurances at Ottawa, and that the caisses 
populaires have been represented and heard here, as they had 
been in Montreal. Should I take it that by your memorandum 
it igs your purpose to represent the opinion of this class of 
cooperators? .A.e Yes, becuuse this memorandum expresses 
the opinion of the entire Superior Council of Cooperation. 

All the members aro supposed to approve of its findings. 

Q. Was the memorandum submitted to all these various 
organizations, such as, the “Aliisnces des Cooperatives de 
consommation", etc? A. Here is what took places the substan- 
tial resume which was addressed to your Commission, at the 
beginning of January, was also addressed to cach member of the 
Superior Council of Cooperation, that they might take cognizance 
of it. There followed a meeting of the Superior Council of 
Cooperation, when none of the members took any objection to it. 
This resume was eventually amplified somewhat into the present 
memorandum, but without any substantial modification being 
made to it. As it is, this memorandum has been submitted to } 
the chairman and approved by the Exccutive. 

Qe in short, this memorandum is the expression of the 
Opinion of the members of the Superior Council of Cooperatici, 


1 


but it does not necessarily represent the opinion of all those 


< 


Organizations? A. Pardon me, it repres nts directly the | 
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opinion of all the members of the Superior Council of Co- 
Operation and indirectly the opinion of each of the institu- 


tions which compose the Council, because each one of the 


members of the Council, who represents one of those institup 


———_ —_ —~— 


tions, is supposed to represent the opinion of that institution. 
» Hore is my reason for asking that question: without 
2 g. 


Wishing to enticipate on the reading of your memorandum, I 


a 


hote that in one place you state that it is not the policy 
of the Council to advocate integral cooperation. Now, at 

> liontreal, Mr. Victor Barbeau, who represented the “Alliance 
des Cooperatives de Consommation" stated, on the contrary, 
that it was the ambition of truc cooperators to, some day, 
attain integral cooperation. 'A. If there is a contradiction, 
I do not think it should be attributcd to the memorandum of 
the Council. Moreover, Mr. Barboau himself has had this 
IMiemorandum and he did not disapprove of it. 

Q. With respect to the institutions mentioned in para- 
graph (b), has the memorandum been submitted to them? 
A. I cannot say. Iwas concerned with addresanz the resume 
to each representative, but it was up to the letter to submit 
it to his own institution. 
Qe And so, you are not in a position to assert that 

this memorandum is the formal oxpression of the opinion of, say, 
the "Ecole dtAgriculture"” of the University of Montreal, or 
of Macdonald College of McGill University? A. No, because 
i cannot assert that Mr. Alexendor Sim, for instance, took 
the matter up with the institution he represents. That was 


his business. 


momorandum. A. Before I do so, I wish it to be noted that 


} 
Q- And now, if you wish, we will hear you read your | 
tam not acting as the official representative of the Faculty | 


i 


/ of Social Sciences of Laval University of Quebec, nor as the | 
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representative of the clorgy of the Catholic Church; I am 
here as a humble citizen, tho official delegate of the 


Superior Council of Cooperation of the Province of Quebec. 


Memorandum Presented to The Royal Commission 
On Cooperatives by 
The Superior Council of Cooperation of the Province 
of Quebec: 
Contents: 
introduction: 
I ~- What the Superior Council of Cooperation is. 
II ~- The Council and tho Royal Commission. 
mri Gr : 
Abstract of Brief: 
Part One: General information on the cooperative 
movement and its principles - 
1 - In relation to the national economy; 
& - What the movement consists of; 
&o ~ What a cooperative is. 
Part Two: Cooperative and profit - 
b= What prorit is: 
& ~ Is there profit in cooperative; 
5 =~ Commercial operatdhos and cooperative 
Operations; 
4 ~ The case of non-members; 
0 ~ Reserves in capitalistic and in 
cdoperative enterprises. 
Part Three ~ Moral and social contributions of the 
cooperatives to the common good -- 
Cooperation is: 
1 - A source of personal education; 
2 - A movement for family welfare; 


5 - A means of civie and social education; 
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& ~- A means of civic and social education; 

4 - A first-hand training in democratic princip~ 
les and methods; 

9 ~ A school of national unity; 

6 ~ A factor for peace; 

“ ~ 4 factor for social security. 


~ . 
Conclusion: Taxes and distributive justice. 
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1. What the Superior Council of Cooperation is: 

1 - Its foundation: in April, 1939. 

e - Its headquarters: Quebec. 

Oo ~- Its purpose: to work for the unification, the 
protection and the sound development of the cooperative move- 
ment in the Province. Also, the Council collaborates with the 
Cooperative Union of Canada and the International Cooperative 
Alliance. Finally, it is intended, and eminently fitted, 
to serve as the representative of the cooperative movement 
before the public authorities, 

4. ~- Its nature: he Council is not a federation of 
cooperatives for carrying on their transactions, and it has no 
power to interfere in their internal workings. Its purpose 
is moral and educational. It was founded by repisentatives 
of certain cooperative Movements, and institutions engaged 
in reaching and propagating the idea of cooperation, to serve 
&S a bond of union between them and a guide in the carrying 
Out of the cooperative ideal. 

S - Its composition: three groups of institutions 
are represented on the Council: 

(a) Cooperatives proper: 
The consumer cooperatives (120, of which 65 are 


Tepresented by their Alliance); 
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The agricultural cooperatives (595, of which 385 are 
represented by The Federated Cooperative); 
The fishermen's cooperatives (29) represented by The 


United Fishermen; 


aa 


The mutual life insurances represented by the Union des 
Mutuelles; 

The Maple Sugar Producers. 

(N.B. The Federation des Caisses Populaires (880), 
although not officially represented in the Council, may be 
considered as being morally related to it; certain adcidental 
obstacles only prevent this representation desired by the 
majority of members. Furthermore, about twenty recently 
formed housing cooperatives are actually attempting to organize 
@ federation, which would be represented in the Council. 

The same is true of about twenty students! cooperatives. ) 
(ob) Institutions engaged in the teaching of cooperation: 
The Faculty of Social Sciences of Laval University; 
The School of Agriculture (Oka) £Q of the 
University of Montreal; 
Macdonald College of McGill University; 
The Social Centre of the University of Ottawa 
(through its work in the Gatineau region) 
The Social Economic Service of Ste. Anne de la 
Pocatiere. 
(c) institutions engaged in propagating cooperation: 
The Catholic Union of Farmers; 
The Corporation of Agronomists} 
The Cooperative Branch of the Department of 
Agriculture of the Province of Quebec; 
The Confederation of Catholic Workers of Csnada. 
6 - Its principal activities: 
(a) Congress: Hach year the Council organizes the general 


convention of members of Quebec cooperatives. About 
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@ thousahd delegates from all parts of the Province and 
representing all types of cooperatives, attended the last 
convention. 

(b) Publication of treatises and brochures on cooperative 
principles and methods; 

(c) “Hnsemble", a review devoted to the cooperative movement 
and which has been published monthly for the past five years. 
its present circulation is 7,000; 

(ad) A library service maintained by the Council for members 
of cooperatives; 


(ec) Consultations, orally at the Secretariat, or by 


7 - Its: Importance: The status of the Council 
is, we believe, sufficiently indicated by its purpose, its 
activities and its representative character. Taking into 
account membership of cooperatives only, but bearing in mind 
that more often than not a member means a hotsehold or family, 
it is safe to say that more than one million persons in the 
Province of Quebec are interested in the cooperative movement, 
and that the Council is morally authorized to speak on their 


behalf¢ 


ii - The Council and the Royal Commission: 


At the last general convention of cooperators organized 
by the Council, on October 6, 7 and 8, 1944, a resolution was 
adopted requesting the appointment of a Royal Commission to 
inquire into the situation of the cooperatives in the matter 
of texation. Consequently, the Council was glad to lcoarn that 
such a commission had been appointed, and it is happy to 
submit the present statement to the honourable commissioners 


whom His Majesty has been pleased to appoint. 
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“Brier of the Council 
Compendium of the brief: It did not seem to us to be 
necessary in this brief to discuss the existing fiscal legis- 
lationg by way either of interpretation, criticism or suggest- 
ion for amendment. 
We shell try to set out ag exactly as possible the 
essential characteristics and methods of the cooperatives, and 


the nature, role and advaatage of the cooperative movement. 


rn 


We feel that we can best serve the Commission, and the 
cooperative movement at the BAe time, by seeing that the 
movement is clearly understood, and by providing the 
Commission, as also our legislators and the officers who 
Administer the law, with complete and accurate information, so 
that they may be in a position to déal fairly with the co~ 
Operatives - and having done that, to rely upon their genge 
of justice in the interpretation of the law, Or in 4ts 
revision if that be considered necessary. 

Our brief, thus limited, falls into three parts. The 
first consists of a general explanation of the cooperative 
movement and principles. Then, the main point at issue being 
the tax tion of the elleged profits of the cooperatives, we 
discuss the question whether cooperatives do make a profit 
Properly speaking. And finally, assuming there are no 
taxable profits in cooperatives but that certain people, by 
way Of continuing their attack upon cooperatives, propose 
that another way of taxing them should be found, we submit 
that it would be wrong to put a cooperative, whose purpose 
is service, on a Par with a company, whose purpose is profit, 
4nd considering algo that, apart from the financial con- 
tributions of a cooperative to the common good, the other 
contributions - social, moral and civic - are often more 


important than others. In the third part of our brief, we 
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Shall speak of these last contributions which cooperatives, 
by the very neture of the organization, contribute in a most 
unique and excellent way to the common good of the country. 
To summarize, the three parts of this brief are: 
le. A geneval explanation of the cooperative movement and 
principles; | 
ee Cooperatives and profit; 
3. Social and moral contributions of cooperatives to the 
common good. 
Fart —~On oe 
General Information on the Cooperative Movement 


and its Principles 


After having (1) - set the cooperative movement in the 
economic structure of the country, we shall (2) - say in what 
it consists and then we shall finally study (3) - the cell 
which acts as its basis; the cooperative. 

fhe cooperative movement in relation to the national 
economy. 

All attentive fact observers quickly notice that our 
economic life is not of a unique form. The economy of our 
country is multiform. To use an accepted term, it is a 
mixed economy as elsewhere in the greater number of countries. 
Dr. Fauquet distinguishes four principal sectors in the actual 
economic structure: 

"a) The Public Sector: comprising all the enterprises of 

which the State and eventually the secondary units of 

public right (municipalities, etc.) assume the administra~ 
tion either directly or by delegation. To this same 
sector belong the organizations by which the central 

power aims to exercise the general direction of economy 


or of certain of its branches; 


"b) Tho Capitalistic Sector: comprising all the enter- 


prises where private capital dominates, which bears risks 


in Yr aes! 
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prises where private capital dominates, which bears risks 
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| and claims profits; 


to) The Strictly Private Sector: comprising the non- 


capitalistic units and activities of household economy and 
, peasant and artisan economy; 
"d) The Cooperative Sector: comprising all the forms of 


cooperation already bound together or tending to be bound 


together morally and economically.®™ 


"The Cooperative Sector" i~ in close relation to the 
strictly private sector, Every type of cooperation is esscen- 
tially built up from small houschold cconomy and peasant and 
artisanal economy. The result is that in as much ag the co- 
Operatives increase their cffectiveness and complete their 
organization, the Cooperative Sector and the Strichly Private 
Sector tend to constituty¥e but one system. This system, 
however, is one of federated structure mado up of small basic 
units united for their common good yet all maintaining their 
Own autonomy. 

"The relation of the Cooperative Sector to the other 
Sectors is of another nature: 

"a) to the "Capitalistic Seetor"; One of competition 
4d rivalry. Commercial transactions, however, are carried 
On with it in notional economy and on international markets; 

"b) to the "Public Sector": Complex and variable relations 

according to the degree of development of the cooperative 

institutions ana the political and economical Orientation of 

Bie state", (1) 

et 

Meelr. G. Fauquet, Le Secteur Cooperatif, Bale, 1943, (pp,14=15 
After this explanation it scems timely to remark that 

Quebec cooperators do not harbour the utovian ideal of integral 


©Operation. (8) as realists, they well know that they can 
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never occupy more than onc economic sector of the economic 
structure and they are content with thate Whenever coopera- 
tives feel that the common good can best be served through 
public or capitalistic enterprises rather than through co- 
operatives, they leave the field free to the State or to capi- 


talistic enterprises." 


(2) Dr. Fauquct, former Head of the Service of Cooperation 

at the International Labour Office, has followed the develop~ 
ments of the cooperative movement throughout the world for the 
last thirty YoaTs. | Several excerpts from an article he 
published in La Revue des Etudes Cooperatives, October-December 
1959, pp. 3,4,5, prove our statements: 

"In Switzerland, retail trade is evaluated at three bil- 
lion, two hundred millions. In round figures, the distri- 
bution may be made as follows: 

Se LMS roneni sand earpisane vervesvcacses 77 Der Bent 

PEOUETAULVS S2O0CDOULES oes iw tee wtwswces LE per oant 

PRPS UOR LeU Le  SGCL SLI Soi pict as be wsaneewcee LL Der cent. 

Thus, whether we speak of grocer businesses or retail 
stores in general, independent business represents 2/3 or 
o/4 of the total. 

It is to be remarked that this proportion does not apply 
to Switzerland alone. We find th in all countries furnishing 
us With details: from Great Briteoin where the cooperative move- 
mont is already a hundred years old, to the United States where 
the cOnsumer cooperative movement is still weak. We find the 
Same proportion in Holland and France. Whet varies from dne 
country to another is just the proportion in which the third 
or fourth left is divided among the cooperative societies and 
the purely capitalistic enterprises, that is to say: large 


stores ind chain stores. 


- Se 


3531 (Translation) Rov. Father Levesque 


in Switzerland, the shares are alicst equal, and even the 
cooperative share, 12 per cent Against 11 per cent is a littic 
heavy. 

In Holland 9 per cent for cooperatives, 14 per cent for 
capitalistic companies. 

In Great Britain, the cooperative movement, in spite of 
its considerable dimensions, is outdistanced by capitalistic 
enterprises: 10 to 12 per cent for cooperatives and 20 to 22 


per cent, which is almost double, for canitalistic enterprises", 


And now, we have the formal opinion of the Superior Council 
Of Cooperation. I may even add that the Council has always 
been eager to work against what is called fanaticisn, 
Fanaticisn can ersep into Cooperation as well ag into socialism 
and clsewhere. But w endeavour to show our People that co-~ 
operation is only one means, ohe system, and that, like all 
means and all systems, it is made for all mene What we are 
interested in, as cooperators, is to serve the PCOPI a. "Ir \ 
on the whole, capitalistic enterprise cam best serve the 
People, then, by all moans, let us follow capitalistic onter- 
Prisco, but if cooperative can better assume such service, 
then let us follow the cooperative system. In our brief, 
we have included -s a refcrence, an article written by 
Dr. Feuquet in 1942, and I think it wight be important for mo 
to read it so as to prevent certain persons from getting 
unduly frightened by the progress of the cooperative movement. 
Se eee ee 
(2) (contta) 

"Here is my first Observation: 

All development is limited by the obstacles caused by 


its very growth. 


This is a very general proposition, yet one that can be 
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proved by nunmcrous examples borrowed from the physical world, 
the living world or social phcnonicna. 

For example, inflate a foot-ball. The first strokes of the 
pump are casy to make byt they become increasingly difficult. 
That is because the result obtrined by each stroke is an 
obstacle for the next. 

Our development has slready passed through its easy period. 
Thet was the period whon private businesses made big profits. 
The HAterTAt advantages of cooperation were then minifest; 
the cooperatives distributed to their members large patronage 
dividends. Then, under the very pressure of competition, 
independent business lowered its prices and cooperatives 
reduced their patronage dividends. The process is not yet 
finished. It is being repeated and continued in every 
locality where cooperatives appear for the first time and 
in every new branch of commerce in which existing cooperatives 
are active, 

To this competition ofcooperatives there was added 
afterwards against independent business and algo against the 
cooperatives, the competition of strictly capitalistic forms 
of business. These also found their limitations. 

No economic form can, in a period of competition, pretend 

ald 
to supplant and eliminate/the others. A process of waiting 
must occur during which they limit one another. Permit me 
to use as 4 comparison which is perhaps more than a com- 
Parison: in the deep waters of a lake an equilibrium is 
established among the carp, perch and pike, At times this 
equilibrium becomes disturbed to be again re-established, 

The truth is that ech form of retail trade has its own 
merits permitting it to live, to persist or to develop 
itself, but only in the directions in which its merits 


surpass those of other forms, 
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For this reason, we should form the idea of a variable 
equilibrium wherein intervenes - at different degrees accord- 
ing to the different branches of retail trade-professional 
capacities of artisans and small businesses, financial power 
of capitalistic enterprises, finally, in the case of co-~ 
operatives, the education of the cooperators, their active 
solidarity, their fidelity to the common work." 

But they also know that often cooperatives are the best 
means of serving tho people; that the State would find it most 
advantageous to assign to them certain tasks which they can 
accomplish, tasks which are a burden to the State; and 
finelly, that competition with cooperatives may put an 
efficient and powerful brake on the abuses to which capitai- 
istic ebterprises are inclined when left alone. For these 
reasons , cooperators therefore claim the full right of 
competition. Furthermore, if the Capitalistic Sector attempts 
to deny to cooperators the liberty of initiative, of conm- 
petition and of association, it only refuses to others and 
contradicts the fundamental principle on which it was built. 

Let ts finally remark that the Cooperative Sector, 
which has a character thet is at the same time personal and 
social, keeps, so to speak, to the middle road between the 
individual tendencies of capitalism and the socialist forces 
of the modern state. And if, on the one hand, the latter can 
count on Cooperation to help it restrain the encroachments 
of capitalism, on the other hand, the former may also count 
on it as the best rampart for opposition to the invasion of 
socialism. Then the Cooperative Sector may thus play the role 
of sfhock absorber (tampon) and be a factor of equilibriun 


in our cconomy. 
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2 — What the Cooperative Movement Consists ofr: 


There may be cooperation for consumption, production 
(agricultural ) cooperatives, fishing cooperatives, etc...) 
Savings, credit, insurance, housing, transportation, electrifi- 
cation, telephone Services, etc... In each of these fields 
cooperators generally begin by forming local cooperative units, 
Which may federate at a later date (Vertical Integration) v.g. 
the agricultural cooperatives ana the Cooperative Federee. On 
the other hand, institutional relations may also be established 
bctween a producers! cooperative federation and a consumers! 
cooperarive federation (Horizontal Collaboration). Finally, 
all kinds of cooperative organizations may unite, morally and 
ecucationally, in a General Council, as is the case with our 
Superior Council of Cooperation. 

The cooperative movement igs then the ensemble of all these 
cooperative institutions inasmuch as Ghey are organically bound 
One to another by economic or moral ties, but always according 
to a federated structure exacting from the highest as well ag 
from the lowest the same respect of autonomy and the same 
Pwinciple of equality in control. We may thus speak of a 
Provincial cooporative movenceht, as well as of a national 
cooperative movement, provincial movements being about to 
join the Cooperative Union of Canada. We may even say that 
there is a world cooperative movement; indeed, at its Twelfth 
Congress in 1927, in Stockholm, the International Cooperative 
Alliance clearly affirmed the moral unity of every type of 
cooperative everywhere. (1) 

Se What a Cooperative is: 

The cell from which comes all the life of this move- 
Ment ig the cooperative. What exactly is a cooperative? The 
Manifesto of the Superior Council of Cooperation defines it as 


follows: "A free association of persons owning an economic 
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enterorise which they direct and control democratically for 
their own service and for the service of all." 

This definition points out that thers are two distinct 
yet equally essential elements in the cooperative institution, 


the one, social, the other, economic. 


7s 


ee 


er 


(1) I.L.0.: Cooperative Organizations and post-war relief, 
Dele. 

1. An Association of persons who have recognized and who 
continue to recognize, on the one hand, the similarity of 
certain of their needs and, on the other hand, the possibility 
of better satisfying these needs through a common enterprise 
rather than through individual means; 2 - a common enterprise, 
the particular aim of which is to meet exactly the needs to 
be satisfied. (1) 

Then comes the rules of organization which define the 


Social relations of sharcholders within the association and 


the sconomic relations of each one of them with the enterprise. 


(2) 


oe 


(1) The expression “at the service of all" means that not only 


does the cooperative leave its door open to all -- cooperators 
entering late receive the same treatment as those who first 
joined -- but also that it is a factor of cconomic stabiliza- 
tion the good effects of which spread to the whole population 
aS Wwe moy sse by the example given in the magazine “Ensemble”, 
April, 1943, page 7. This article releted the history of the 
Consumer Cooperative in Thetford Mines. Upon the declaration 
of war in 1939, a great effort was made by independent bakers 
to raise the price of bread from $0.14 to $0.16. The co- 
Operative did not see what could justify this rise in price. 


The price was kept at $0.14 up to the time this article was 


ee 7 
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written, that is in 1943. This represents a saving of $0.03 
per day per family, taking an average of one and a half loaves 
a day per fanily, that is $32.85 por family for three years. 
The town of Thetford has a little less than 3,000 fanilics. 
The result was therefore a global Saving of $98,580. for its 
population on the onc article, bread. Add to this amount 

what the readjustment of prices for a popular similar to that 
of Thetford could result in for other merchandise as Well, and 
you have an idea of the gocial work for the common good that 

& consumer cooperative can accomplish, not only for its membors 
but for the whole population, 

(2) G. Fauquet, Le Secteur Cooperatif, p. 19 

All cooperative principles are based upon these two 
relations. 

Then, because a cooperative is an association of 
persons and not an anonymous capital stock company, it grants 
but one vote to each ficmber no matter what amount of capital he 
may supply. This eminently democratic principle gives each 
cooperator an equal right in the control of the enterprise 
and prevents it from felling into the hands of the biggest 
Stockholders. The cooperative association being essentially 
one of persons (and not of shares) open membership is strictly 
Trospected. 

On the other hand, the cooperative is an economic enter- 
Prise foundca solely to serve, to meet the needs of its members 
who are all its "users", 

For example, when farmers bring their milk to their 
cooperative butter factory, there exists a direct relation 
between the aim of tho enterprise and the particular nature of 
their common needs. On the other hand, whenever a nonpfarner 
@ecides to become a sharcholder in a butter factory, he does 


Mot because he has milk to be made into butter, i.e. to satisfy 
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4 need, but because he has decided in favour of the return and 
the security of his investment. 

Therefore, what binds the shareholder to his cooperative 
enterprise is service to him as "user", whilst that which binés 
the shareholder to a capitalistic enterprise is profit on 
invested capital. 

From this we conclude that the sole aim of cooperatives 


is the satisfaction of the needs of its members. Consequently 


13) 


its principal rules of activity are to increase the quality 

of services rendered, to decrease their cost (limitation of 
interest on shares), to divide surplus carnings according to 
the amount of their transactions. In fact, whether the common 
Service is one of buying, selling, transformation, credit, 
transportation, etc., the cooperators must defray the cost, 

To facilitate their administration and not to enter into 
competition with other tyves of enterprises by engaging in a 
price war, cooperative socicties havo adopted the method of 
transactions mado at the current price. If, et the end of the 
fiscal year, there is a working surplus, it is because the 
Amounts kept exceed the real cost of services rendored. This 
surplus, which constitutes the profit in a capitalistic - 
enterprise, is here only an Qverpayment or surplus savings 
resulting from the use of the method of transactions at 

market price. 

The usc of this method does not in any way change the 
nature of cooperative enterprise, the aim of which is to 
brovids services at cost. 

The price of services paid for by the sharcholders at 
the time transactions are made is only a provisional settle- 
Ment rectified later by the @istribution of surplus earnings 
according to the amount of transactions made. (1) These over- 


bayments (or patronage dividends) are therefore economics, 
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Because they have not sufficiently studicd the nature of 
@ cooporative onterprise, some people in certain places still 
confuse these personal economics with profits mde by the 
enterprise. The error will be better understood if we analyse 
the idea of profit with regard to cooperation. But before 
tackling this problem, let us made a resume of our brief study 
oF cooperatives: 

1 - The essentially personal and human character of this 
institution (which indicates that one must be sociologist 
as well as an economist to understand cooperation); 


&~ The essential aim of its activity: Service. 


te ie Two 


eee oe eee 


Cooperation and Profit 


We have said that the Surplus earnings of cooperat- 
ives aro distributed to members acfording to the amount of 
their transactions. What does this really mean? Are they 
really profits and therefore taxable revenue? 

1 - What profit is: 

One of the reasons why a common answer cannot be 
given to these questions is the very equivocal meaning of the 
word "profit". It has been given varied meanings according to 
One's interests, culture, or, again, ignorance. And so some 
Say that cooperatives make profits while others deny this. 

Yot the majority of economists agree on the 
definition or the description of "profit", although they 
Still discuss its legitimacy. However, there is no question 
here of justifying or of condemning "profit", It is sufficient 
tO know what economists gonerally understand by this word. 


eh 
m) Dr. G. Fauquet, Le Secteur Cooperatif, Bale, 1942, (p.65) 
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Profit, they say, is the surplus of the selling price over 
the cost price. Evidently this definition requires analysis. 
Let us take, for example, the case of a large manufacturing 
company. In its cost price, it will include the wages of the 
workers, the salaries of the engineers, the manager and the 
directors, interest payable on capital, rent, administrative 
costs, insurance, etc... Profit will be the surplus left 
after the total cost price is deducted from the Selling price. 
e - Is there profit in a_¢ operative? 

Does this profit exist in a cooperative? We do not 
think so beceuse the essential nature of a cooperative is to 
eliminate profit in this sense of the word. 

a) tn a Consumers' Cooperative, cooperators together 
buy a stock of merchandise which becomes their collective 
property. From then On, whenever a member goes to the cooper- 
ative store to get Provisions, we cannot say that he “"buys® 
in the capitalistic sense of the word. He takes an article 
which belongs to him ag well ag to the other cooperators. 

But in order to establish an equilibrium he must leave enough 
money to cover the selling price of the article (buying price 
Plus administrative costs). In fact, he is asked to leave 

an amount equivalent to the market price of the article. 

This includes not only the administrative costs but also the 
merchant's profit. That is to say that in paying the current 
price, cooperators pay too much to their manager. It is 
Precisely this surplus which is returned to them at the end 
of the fiseal year, not in proportion to the shares, but in 
Proportion to the transactions they have mde through the 
Cooperative . . . Then the more one has "bought", the more 

he has contributea towards the increase of a surplus. Who 
can say there arc really profits here? Cooperatives ain oniy 


to serve the cooperators (to "sell" them) at cost price. 
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b) In a Producers: Cooperative, let us say in a cooper- 


ative butter factory, the farmer cooperators bring their milk 
to have it made into butter by technicians whom they hire and 
machinery they own in common. The sale of butter will algo be 
made collectively. But the revenue of this sale (less salarics 
ana administrative costs) will be returned to the cooperators 
in proportion to the amount of milk brought. The cooperative 
only supplies the cooperators the service of trensformation 

and the sale of the butter at CSeT. 

The same reasoning may be applied to the other types of 
cooperatives. 
oS — Commercial operations and cooperative Operations: 

Jurists and economists (1) confirm what we have already 
Said. According to them, commercial transactions must have 
the true following conditions: 

1 - The idea of circulation: commerce is the circulation 
of raw or manufactured products} 

2 - the idea of middlenan (intermediary): the dealer acts 
as intermediary between tho producer and the consumer; 

5 = the idea of speculation: there is always the motive 
Of profit ina resale. 

Let us consider whether a cooperative transaction meets 
these three conditions. 

1 - The idea of circilation. It is clear that the idea 


of circulation applics to cooperative tfPansactions as well as to 


Ordinary commercial ones. 


2 - The idea of middleman. In an analysis of the cooper- 
— LL Steaua one nearer 


ative, we sce thet ir it acts apparently ag an intermediary 
between the producer and the consumer, it does not do so in the 


nature of a third party as in an ordinary commercial trans- 
| 
SS Rn bee ee 
(1) Antonio Perreault, Traite de Droit Commercial, Tome aoe 
Pp. 605, No. 1148, A.F.Pigou, Socialism versus Capitalism, 
Ch. l, Macmillan, London, 1938, 
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action. From an economic point of view, © cooperative entor- 
prise is but an extension (continuation) of the farm, or the 
household, as the case mey be. When the farmer brings his 
Products to his cooperative, his sole intention is to sell 
his products without having to pass through a middleman. 
From this point of view, there is a difference between an 
agricultural cooperative which sclls the products of its 
metabers and the farmer who goes to sell his own products on 
the public market. Both avoid the middleman. The consuner 
does likewise. Instcad of being the customer of an independ- 
ent business concern, he is the "user" of his own enterprise. 
It is true, however, that from the legal point of 
view, cooperative constitutes an entity distinct from its 
members. But from the economic point of view, that does 
not change anything in the nature of its operations: it is 
not the cooperative which buys or sebls but the cooperators 


who use a common gervice of buying and selling. 


5S - The idea of Speculation. Ina cooperative there Is no 


idea of speculation Since speculation implies the aim of 
Profiting on the resale. Ina cooperative there is no re- 
Sale since, from the economic point of view, the cooperative 
Cannot be considered as a third party, it is a third party 
which only registers earnings to the personal account of the 
coOoOperators. 

It therefore appears that: 

a) Purely cooperative transactions cannot be con- 


Sidered as commercial transactions. This conclusion, more- 


‘Over, is confirmed by the general act of cooperatives for the 


Province of Quebec which states precisely that "all cooper- 


ative activities Shall not be deemed to constitute the carry- 
ing on of a trade, financiel establishment or means of 


Sarning a profit". (1) 
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SE Ree Cea ee AE ee 
(1) An Act respecting Cooperative Syndicates, R.S.Q, 


1941; ch. 290, soct. 6. 
Miriceth deka atl ste Te Pale oe +b o> 
(b) Cooperatives do not make profits and therefore 
Should not be taxed. 
In taxing them, its members would be subjected to a 
are 
double personal taxation since they/already taxed individually 
under the Income Tax Act. And since the majority of then 
have insufficient person-1l income to be affected by this Act, 
it would be unjust to subject them, because they are co- 
operators, to » taxation which would not effect non- 
cooperators. Let us take, for example, the case of two 
farmers. One is a member of a cooperative. At the end of 
the year, he has made qa net income of $200 of which $50 
comes from savings-returns or potronage dividends. The 
other, who is not a member, earns the same net income, 
Supposing that the amount of his income is too small to be 
taxed, the cooperator would be unjustly taxed on his 
patronage dividend, 
4 - The case of non-members: 
The question of whether or not cooperatives carry 
On commerciel transactions and nake profits when they do 
business with non-members depends so much on circumstances 
proper to cach type of cooperative enterprise that, after 
&n agreenent with their representatives, we have decned 
it fit to leave them answer for themselves. 
9 - Reserves in capitalistic and in cooperative enter- 
prises: 
We believe that we have shown that all the surplus 


Carnings which result from cooperative transactions are 
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purely economics and not profits and that they are the indi- 
vidual property of cooperators and not of their cooporatives. 
We must now examine in which way thoy can be distributed. 

Four methods of distribution are possible: 

a) To distribute then as savings-roturns; 

b) To set them aside as collcctive reserves; 

ce) To convert them into preferred capital or individual- 
ized resefves; 


d) To use them for social indertakings. 


We Leave to each sector the care of explaining in which 
Manner and to whet extent they use (whether Simultaneously or 
not) one or the other of the above methods, We shall here 
limit ourselves to general considerations. 

a) As cooperators have the right of meeting together 
in a general assembly to distribute the surplus earnings, 
they are free to apportion them as they wish. If they deciue 
to distribute all these Surplus earnings as Savings~returns, 
there is no question of taxing them since, as we have men- 
tioned abéve, they. become the individual property of co- 
Operators and not of the cooperative. 

b) It happens, however, that they are obliged by law to 
Sét aside a certain amount of the surplus as collective 
Meserve. That is the case with the caisse populaire which 
is obliged by law to "apply at least ten per cent of its 
annual profits to the creation of such funds (reserves) until 
they have reached, by successive annunl allocations, an amount 
equal to at least the maximum of the lisbilities represented 
at any timc by the shares of the association and any other 
eesources thereof ..." (1) tn other Societies, even if there 
is no legal obligation to this effect, cooperators understand 


the necessity of ensuring the efficiency and the permanency 


(I) An Act respecting Cooperative Syndicates, R.S.Q. 1941, 


ch. 290, sec, 59, sub-section 2, 


Ware) 
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of their services, and Ordinarily agree, upon the advice 

of their directors, to yield a portion of their economies to 
the common enterprise, although this policy does not result, 
as in capitalistic enterprises, in an increase in the velue 
of the capital stock. 

Some will object, perhaps, that the practice of cooper= 
atives, insofar as reserves are concerned, does not differ 
from that of capitalistic enterprises, the result being 
the same from the financial standpoint of the enterprise, 
There exists, however, a fundamental difference inherent to 
the nature of each of these two cnoterprises. 

In capitalistic enterprise, the right to reserves being 
attached to the capital stock, these reserves exercise a direct 
influence on the value of the capital stock. This is a fact 
observable aieuey day. They may be distributed amohg the 
shareholders ag complementary dividends or in other forms as 
free shares. The distribution is always made according to 
the shares held. 

In a cooperative enterprise, on the contrary, the right to 
surplus earnings and consequently to reserves, is not attached 
to the share. "The share is not capital invested for prorit; 
it is a charge imposed on the member as his contribution to 
the organization of the services. ae Ae only through the use 
of its services and according to the proportion in which he 
uses these services that he will gain eny advantage from being 
@member." (1). Reserves then do not influence the value of 
Shares, the real value of Which corresponds always to the 

-fhominal value, 


(I) Dr. Fauquet, Revue des Etudes Cooperatives, April-June, 
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In the case of credit societies, compulsory collective 
reserves can only be used for works of general interest, upon 
dissolution (2). If a member withdraws or if the society is 
dissolved, he will receive only what he has paid in. 

c) Shareholders may dispose as they please of the por- 
tion they have decided to appropriate to themselves. They 
may cash it immediately and place it, for instance, in their 
caisse populaire. Very often they prefer to convert it into 
preferred capital or individualized reserves which then remains 
but a portion of the overpayments, peyment of which is deferrcod.e 

d) Many cooperatives each year apply a variable amount 
of their surplus earnings to social work. This practice 
presents no difficulty insofar as taxation is concerned. 

In conclusion, let us recall that the Overpayments are 
the property of the sharcholders and not of the cooperative. 
Now, the reserves are only a part of the overpayments and 
no matter how they are distributed they always are economies 
which the cooperators are freo to do with as they will. Hence, 
these economies could not be taxed, especially as in certain 
cases this would penalize those who comply with an Act of 
His Majesty. 

Se ES se ee 

(2) In case of the dissolution of a credit association, | 
the balance of its assets, including the fund or funds men- 

tioned in section 39, shall be applied in the territory of 

the association, after payment of the liabilities of the 
4ssociation, to one or more works of general public utility 
designated by the Licutenant-Governor in Council. 


(R.S.Q. 1941, ch. 290, soc. 29, par.4.) 
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best Three 


Moral and Social Contributions of the Cooperatives 


to the Common Good, 


It is now fitting to reply to those who, seeing that 
cooperatives are exempt from taxation on profits, ask the 
public treasury to find some means of taxing them. They say 
even that justice demands that cooperatives pay as much in 
taxes as companies and they find the present situation unjust. 

This contention is based on a fundamental error - that of 
likening a cooperative enterprise to a company. Yes, these 
two institutions have quite distinct characteristics and very 
different values. This very difference then requires a dif- 
ferent treatment on the part of the State for taxation pur- 
poses. As a metter of fact, the State must not distribute 
the tax burden according to a formule of mathematical equality 
between institutions. It must take into consideration the 
nature of eadh of these institutions, its possibilities, its 


merits with regard to the common good, etc* For that very 


reason it does not deal in the same manner with teaching 
institutions, commercial houses and theatres. Similarly, 
we feel that the Stete cannot contemplate taxing cooperatives 


as it taxes companies. Why? Because cooperatives may con- 


tribute (certainly more than companies: recall here the sad 


conclusions of another Royal Commission (1) morally and 


socially to the common good of the country as much at least 


4S is contributed financially by companies. 


1 - Cooperation is a source or personal education. 


Cooperation is based primarily on self-help. It requires each 


one, no metter how humble he may be, to look after his own 


affairs, to become accustomed to rely on himself rather than 


(T) Report of the Royal Commission on Price Spreads, 1934-1935, 
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on a middleman (intermediary) or on the State. Hach cooper- 
ator being personally engaged in. a cooperative association 
is naturally spurred on to develop his own personality that 
he may better face his responsibilities. He becomes his own 
merchant, his own banker, his own leader, his own employer. 
Also it is not unusual for cooperation to permit ordinary 
people to reveal themselves as real business men and excell- 
ent leaders of enterprise. 

2e Cooperation, a movement for family welfare. 

It hos mde it a general rule to take the family or the 
household as the constituent unit. It appeals not merely to 
the individual, but to the individual integreted in e family 
group. Concerned perticularly with family needs and aiming 
at satisfying these, it thus gives the family, in economic 
field, its natural role of social cell, a role which in- 
dividualism took so little into account. 

Se Cooperation a means of civic and social education. 

It is not necessary to elaborate further to realize that 
the practice of cooperation creates, among the people, habits 
of understanding, mutual help, concerted action, etc., thus 
providing an efficient remedy for those social evils which 
are individualism, class struggle, incdmprehension, etc. 
Cooperatives also mike it a duty to devote themselves to 
social undertekings wherever they can. 

4. Cooperation, a first hand training in democratic 
principles and methods. Each cooperative is a miniature 
democracy. Each cooperator learning to better perform his 
democratic duty in his cooperative association is then better 
trained to accomplish this in his political field. Cooper- 
atives moreover, always considered democratic education as an 


essential condition to their success. They make it a rule 


My 


~354g- (Translation) Rev.Father Lovesquo 


to have democratic control and must learn how to exercise 
this control properly. 

9 - Cooperation, a school of national unity. 

Cooperators, professing undenominationalism as well as 
political and racial neutrality, all learn in cooperatives 
how to work together in spite of their religious or political 
divergences and in spite of their ethnical differences. Many 
Quebec cooperatives have members who are French and English 
speaking, Catholic and Protestant. These two elements are also 
represented on the Superior Council of Cooperatives. 

6 - Cooperation, a factor for peace. 

Its fundamental principle being contrary to strife and 
competition which result in war, cooperation forms men along 
lines of fraternity and solidarity. Being much more than an 
economic enterprise, it becomes in fact a new way of life. 

It is doubtless for this reason and fur those listed above that 
the important international conferences, such asthat at Hot 
Springs, end publications such as "Co-operative Organizations 
and Post-war Relief" of the 1.3.0. (1944), advocate so warmly 
recourse to cooperative organizations in connection with post- 
war reestablishment. 

7 ~- Cooperation and social security. 

There is equally no doubt that cooperative associations 
are ina position to promote the organization and secure the 
better functioning of social services of assistance and insur- 
ance advocated presently by all social security programmes. 

In ell these services the help of the interested parties is 
absolutely necessary. That is why if they orgenize them- 
Selves according to a plan where self-help. and mutual help 
is already the basic rule, there would be better prospects 


that their operation and return will be ensured. Sir Willisu 
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Beveridge points this out with particular reference to 
sickness insurance. (1) 

Furthermore, the State during the war has seen itself 
forced to exercise multiple controls (controls of prices, 
iabour, salaries, etc.) If it wants to relax those controls 
after the war, we foresee that an absolute laisser-faire 
would be as dangerous as an over-controlled economy. Cooper- 
ation seems to us to afford, in the circumstances, a middle 
course formula. This control, to the extent to which it 
might be relaxed by the State, could be assumed and’ assured 
by these intermediary organizations which are essentially 


democratic. 


Des Pe EL 6s a si ae ag 

For the reasons herein stated, cooperatives should 
receive a different treatment from the State. We do not 
wish to imply that cooperatives should reccive any special 
favours or privileges; simply that they be accorded the 
treatment they deserve. 

Also to be taken into consideration is the fact that 
taxes levied by the State should be based specifically 
On distributive justice (proportional parity) and not on 
commutative justice (mathematical parity). The latter is 
One of object to object, while proportional parity is that 
Which exists between two relations. 

Thus, in the distribution of taxation imposts, justice 
does not require everyone to pay the same. amount, but, after 
consideration has been given to the means and merits of each, 


justice exacts only that each should contribute according to 


—— 


(1) Social Insurance and Allied Services, Report by Sir 


William B everidge, No. 753. 
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his means or merits. Thus, can we not say that moral and 
SOcial contributions to the common good made by cooperatives 
more than amply equal in value whatever financial contri- 
butions may be otherwise expected of them? 

To sum up, is it not to render analagous services 
(education, family welfare, improved standards of living, 
ste.) that the State must levy taxes? The more these very 
services will be rendered by cooperatives, the less burden 
will there be upon the Stete ana consequentiy the less need 


will it have to levy taxes. 


But, because cooperatives enjoy an immunity from taxation, 


some are afraid that they will develop to the point of suppix- 


anting other forms of enterprises with the result that the 
State will eventually lose importart sources of revenue. 

To this objection, the history of the last century has a 
ready answer since it shows quite clearly that cooperstian 
cannot invade the whole field of economy. And even supposing 
that it could do so, the disbursements thereby saved to the 
State must always be taken into consideration before con- 
cluding that it would be the loser. 

Finally, upon whom does the tax burden fall if not upon 
the people themselves? 

And, assuming that cooperation is the economic system 
which assures the best distribution of goods and gives to 
individuals the meteriol and moral means of bettering their 
conditions, we do not see how the State could suffer 
therefrom, With more money for the people to spend, it is 
Our belief that netional revenue and consequently the taxable 


income will be proportionally increased. 
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For the above reasons, we uphold the contention of 

those who claim parity of treatment for cooperatives, not a 
preferential treatment, and we do emphasize sgain that this 
cannot be on a mathematical parity, as some would have it, 
but solely on @ proportional parity. And, concluding this 
brief, we do not heSitate to affirm that if cooperatives may 
appear +o loom as formidable competitors to other forms of 
enterprises, it is not due to their being the object of any 
special treatment but because they are the instruments which 
the people themselves have chosen and are now using to better 


satisfy their own needs.” 


THE CHAIRMAN: It is now five o'clock; I believe 
that we had better adjourn to ten o'clock to-morrow morning. 

MR. BROSSARD: This brief, evidently, is a matter 
of opinion. Ido not expect to have many questions to put 
to Father Levesque. There may be a few explanations 
required concerning certain statements of principles or 


Or Tacts. 


And the Commission adjourned until ten o'clock 


Qaom the 27th February, 1945. 
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Quebec, Feb. 27, 1945, 
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The Commission met at 10 o'clock a.m,, 


Mr. Justice McDougall presiding. 


Examination of Rev, Father G.H. Levesque, 0.P., continued. 


BY MR, BROSSARD: 

Q. If you do not mind, let us go back to the first 
part of your brief. Among the institutions represented in 
the Superior Council of Cooperation, you mention some where 
cooperation is taught: schools, local universities, otc, 
Is the teaching given purely objective, or do those insti- 
tutions go so far as to advocate cooperation as a means? 
A. I cannot speak with full knowledge for all those (neddtine 


tions. Let us say that I speak for the one of which I am the 


head, We teach scientifically, in the university, any subject 


- 


or any form of existing economic activity. Now then, co- 


operative activity exists in our country and all over America, 


it is a reality which must be studied scientifically. 

Q. YOu would make a distinction between those institu- 
tions and those in the third category which you describe as 
institutions engaged in propaganda? A. Yes. And in the 
former, teaching may cover capitalist institutions, socialist 
institutions and even Marxism, without being capitalist, 


socialist or marxist propaganda, 


Q@. Would you go as far as saying that those universities 


go to the length of stating that tax exemption is essential to 


‘the existence, the development or the survival of cooperatives? 


‘a. This doctrine, to my knowledge, has not been taught in 
Ours. But I do not say that it might not be taught. And if 
I had to handle the subject myself, I would -- becauso such 
is my personal belief -- feel bound to teach it. However, 


Should another professor feel inclined to teach the reverse, 


Ss 


{he 
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he would be at liberty to do so, 

Q. To date, you have no knowledge of any teaching to 
the effect that tax exemption is essential to the working of 
cooperatives? A. No, not to my knowledge, 

Q. May I ask again, has the brief you have filed been 
approved by the delegates from those institutions? A, This 
brief represents the true opinion of the members of the 
euperior Council of Cooperation. Moreover, these members 
are supposed to represent their institutions because they do 
not act in a personal capacity; they are there as delegates 
of each institution, so that when a member has to be ad- 
mitted to the Council he must bring credentials to the effect 
that he represents such or such institution. 

Q. Their opinion is supposed to represent the opinion 
of the institutions which they represent as delegates? 

A. Hxactly. 

Q@. You state in your brief that the Council can, to 
all intents and purposes, speak on behalf of one million 
Quebec citizens? A, Yes. 

Q. I Suppose you include in that million the families 
of cooperators? A, Yes. 

Q@. Would you tell us, if you can, the exact number of 
cooperators? A, Here is the way I figured in my brief. We 
say that there are in the province at least 250,000 co- 
operators, 

Q@. Members of all kinds of cooperatives? A» Yeas 
In order to establish those statistics, we took as a basis 
the membership of the caisses populaires. As it may happen 
that somebody may at the same time belong to a consumers 
cooperative, an agricultural cooperative and a caisse populaire, 


it was the best way to count the same person several times. 
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And as, besides, the actual cooperative member is the faril;, 
and the average family comprises from four to five persons, 
we multiply by that figure and get one million, This is 
probably less than the actual number. 

Q. Where did you get your statistics about the member- 
Ship of different kinds of cooperatives? A. I asked the 
caisses populaires for data compiled a year ago and published 
in the Calendrier de la Coopération (1944). The membership 
of the caisses was then 225,000. This number has consider- 
ably increased since. 

Q. You are submitting those statistics for the consumer 
and producer cooperatives, for the caisses populaires? 
A. Yes,for the whole, 
| Q. On page 6 of your brief you state: "Moreover, if 
the capitalist sector tried to deny cooperators freedom of 
initiative, competition and association, it would amount to 
a denial and a repudiation of the basic principle on which it 
was itself erected," Do you not believe that freedom of 
competition implies equality in the matter of taxation? 
A, Well, freedom of competition may imply equality in the 
matter of taxation. But according to the brief I read yester- 
day, it can only be a question of proportional equality. Even 
when it comes to determining how much tax people must pay, the 
rule of proportional equality comes into play. Is it not true 
that a big corporation with huge resources pays more than a 
Smaller one? This principle of proportional equality is 
thus already accepted, Why could it not be applied else- 
where? 

Q. But in this case you are talking about proportional 
equality from the point of view of resources? A, Yes, 


Q. Don't you mention also in your brief a contribution 
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in proportion not only to resources but also to merit? 
A. Yes, 

Q. Does that mean that the citizen, according to his 
being good or bad, should enjoy or not total or partial tax 
exemption? 

THE CHAIRMAN: It is rather novel principle. 

THE WITNESS: It is not a question of a citizen being 
good or bad in the moral sense, the point is whether this 
citizen or this institution is useful or makes civic, social 
or moral contributions pacha general welfare of the country, 
It is furthermore for these very reasons that certain enter- 
prises, for instance educational institutions, even if they 
make a certain profit, do not come under the Income Tax Act, 
They contribute in their own way to the country's welfare, 

It is not therefore because an institution, in this case the 
cooperative, is a good institution, but because it has the 
merit of rendering great services to the country, that it must 
be, so it seems to me, situated differently from the point oF 
view of taxation, 

THE CHAIRMAN: A very hard question to decide, 

THE WITNESS: Yes, because we are here on the border line 
of the moral -- anything dealing with sccial matters belongs 
to the moral -- and the material domain. It is always the 
Same difficult experience when it comes to expressing in 
figures and statistics -- which are quantitative instruments 
of expression -- moral values which properly belong to the 
domain of quality, as contributions in the shape of education, 
It is a very delicate operation, 

BY THE CHAIRMAN: 
Q. It is very desirable but not very practical, 


A. Just as it is not practical, in teaching, to use figures 
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in order to gauge the knowledge of students, When it is 
estimated, in an examination, that a student deserves 15 marks 
out of 20, I do not know any man clever enough to say with 
absolute certainty why it should not rather be 14.5 of 25.5. 
The trouble is always the same when you go from the economic 
to the moral domain, 

Q. As far as taxation is concerned, do you believe the 
government should choose between good and bad citizens to tax 
them? A, I am not saying that one should choose between 
good and bad citizens, but I claim one must take into account 
all the services rendered by them, moral and social services 
as well as material services, So, if they are already render- 
ing social services one may conclude: "They should perhaps 
be taxed less or perhaps not at all." [In addition, if they 
are rendering such services, the government itself will not 
have to render them. And if it need not render them, it need 
not either organize them and pay their cost, 

BY MR. BROSSARD: 

Q. After all, Wo have to bear in mind the character 
and the amount of services in order to decide ina Specific 
_ case whether it is advisable to grant, on account of these 
Services, a more or less substantial exemption from the burden 
falling on the citizens as a whole? A. I think your re- 
mark is quite right. And this is the very point where the 
problem lies, The cooperative must be judged not only from 
the economic viewpoint but also from the social viewpoint, 
when taxation is at stake, that is distributive justice. (Of 
course, what has to be distributed or divided, are the charges 
expressed in terms of money. But this distribution has to be 
made in accordance with justice, and then we fall into the 


Social and moral field, 
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Q. Justice will be done on condition that no doubts 
at all be entertained about the quality of the service 
rendered? A. Yes, 

Q. But if you cannot with the means at your disposal 
judgo of the value of the services, would 4t not be unjust 
to grant at will exemptions to cortain classes of citizens 
rather than to others? A, ‘If you cannot judge, all right, 
but I think it can be done, 

Q. You said, however, a little while ago that this is 

— 4 difficult problem? A. Yes, But I think nevertheless 
that you can judge. There are as a matter of fact in all 
universities social research departments, the task of which 
is to measure the human, moral and social consequences of 

Psuch or such oconomic system. There are also extensive in- 

quiries conducted by the governments, by that of the United 

States, for instance: "Cooperative enterprises in BHurope"™ in 

1957. In those inquiries it is sought precisely to show what 

are the moral, social and human consequences of the various 

economic systems, That can be done for capitalism and 
socialism. 

BY THE CHAIRMAN: 
Q. You are familiar with the result of the United States 


‘inquiry? A. Yes, 


. Do you agree with the conclusions of this inquiry 


providing that cooperatives must be taxed as well as regular 
enterprises? A, No -- and that is the Opinion of the 
JOuncil -- I cannot agree with those conclusions, It BY 
However, to be noted that governments have quite often started 
by not taxing the cooperatives, It is only under the pressure 


of certain institutions that they were finally taxed a little 


iS other enterprises were, 
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Q. Then, it is on account of its worth that you say 


the cooperative should not be taxed? A. I think the 
question is to be set forth as Mr, Victor Gonsidérant did 
in the French chamber about 1928: "I am in favour of co- 
operation, but on condition that it be carried out within 
law and equality." For us, however, it is but a matter of 
proportional equality. 
BY MR, BROSSARD: 

Q. On the whole, your argument is in favour of what you 
call the real cooperatives? As Yoo, 

Q. And you call real cooperatives those which confine 
themselves to give service to their members? A. ‘Yes, 

Q. Therefore, you would not go so far as to claim the 
extension of the privileges enjoyed by the cooperatives up 
to now, in favour of those which would not meet the conditions 
you require from a real cooperative? From this point of view, 


do you regard as a real cooperative the one which deals with 


Others than its members? A. TI would reply first that, as 


you seem to say yourself, wo want to support real cooperatives 
only. <I may even tell you that one of the objectives of tho 
euperior Council is to fight against false cooperatives, 

BY THE CHAIRMAN: 
Q. You know that there are some? A. Yes, there may 
be some, but we try to convert them, to correct them, Just 
as we very well know that among capitalist enterprises some 
ane not quite good, Cooperators are humans like anyone else, 
Now, do we regard as a false cooperative the cooperative 
ich deals with non-members? The broad principle is to 
joal only with members, but it occurs that out of necessity 
1 cooperative is obliged to deal with non-members, The 


Cooperative is not at all an isolation foree; it practises 


a 
in. ot as) 
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no separatism in the economic spheres, Tho cooperative sets 
in the existing economic system, It has its part to play 
there. The cooperative sector 18 necessarily connected .with 
the economy of the country as a whole, That is the reason 
why, 28 4 matter of fact, there may be need for a cooperative 
to give service to those who come and ask for it when there 

18 no institution on the Spot capable of giving that service, 
Furthermore, under certain circumstances, it may be 4 question 
of life or death for a cooperative. Suppose, for instance, 
that the crop was bad, ‘The cooperative growers are unable 

to supply their enterprises with enough products to prevent 
them from operating at a loss, We think that there is a need 
here which justifics asking non-members for produc tsy  .Con- 
sumer cooperatives may in turn happen to be in need, if they 
have Pe acihean soo great stocks of porishable goods; must 
they not then dispose of them? Those de facto needs may 
@ven become de jure needs at times, sinco the law occasionally 


compels cooperatives to deal with non-members, 


Q. This is hard for competitors? Ay Yos, 

Q. Have not the others the sane right to live as the 
s00peratives? A, Yes, we recognize that they have exactly 
the same right, 

| BY MR, BROSSARD: 

Q. You would impose as a condition, to allow a bona 

ide cooperative to deal with non-members, that it does go 
account of necessity either from the moral, economical or 
Ocal point of view? Aer YOR. 

MQ. At the foot of page 7 and top of page 8 you defined 
DOperative 23 follows: "A froe association of persons owning 
r economic enterprise which they direct and control democi. 


tally for their own service and for the service of all," 
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Would it bo necossary to change many words in »erder thie 
this definition applies to an association of persons dealing 
in the form of a corporation? A, It would be sufficient to 
change the word "democratically". 

Q. In what respect a corporation does not operate 
"domocratically"? A. The word "democratic" or the adverb 


"democratically" 


can be construed in two different ways. An 
institution may be called democra*ic because it serves the 
people, because it has 2 democratic finality. I believe that, 
theoretically at least, all institutions claim that sort of 
‘finality. But it is not through their finality that institu- 
tions are termed democratic; it is by virtue of control, and 
BO Speak philosophically, of efficiency. In the accepted 
expression: "For the poople and by the people," it is "By 

the people" which characterizes the democratic institutions, 
And if an institution is to be really controlled by the 
people, the democratic principle: one man one vote, ought to 
be applied as it is done in a cooperative. Ina joint stock 
company, on the contrary, it is not the individual who votes 
but his share. Consequently, if an individual succeeds in 
holding 51 per cent of the shares, he is the one who controls, 
9. Is that not the democratic principle of the majority? 
If there is a previous agreement between the shareholders on 
the fact that the vote will be granted according to the 

umber of shares, does not that agreement involve for each 
them a renunciation of his right? A. It is rather e 
hnunciation of the democratic formula, and I think that in 

© doing the shareholder does not act democratically. There 


ight be shareholders who are not interested at all in ex- 


reising control; they rely on a good manager, 
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THE CHAIRMAN (Text): Mr. Brossard, I did not under- 
stand Father Lévesque to say that majority rule is undemocratic. 
MR. BROSSARD: No, he did not Say that -- not at all, 

BY MR. BROSSARD (Translation): 
Q. Would it not be the same thing in the cooperative 
when a member refrains from using the right to vote and leaves 
to a small number of mombers the direction of the cooperatives? 
4, To the same extent he ceases being 2 good cooperator; 
tho less he looks after his business the less he is a co- 
operator, 
Q. And in the same way the cooperative of which he is 
“a member stops being democratic? A. Exactly. 
Q. In principle, cooperatives are democratic, but in 
fact they may not be so, A. The difference between co- 
operatives and companies is that the former are democratic 
in principle and the latter are not, 
Q. On page 13 of your brief you say: "In taxing them, 
the members would be subjected to double personal taxation 
Since they are already taxed individually under the Income 
Tax Act," Is it not exactly the same thing concerning the 
Shareholder of 2 company, is he not also subject to double 
axation? A, Yes, he is subjected to double taxation; 
Ollective taxation and personal taxation. In a cooperative 
f would be 2 double personal tax. 
Q. If you consider the cooperative as a legal ontity 
istinct from the legal entities which compose it, is it not 
same thing as for a company? A, In the case of a co- 
erative each member is already subject to income tax. 
Q. ‘Shareholders also? A, We do not object to the 
perator being taxed personally but we deny that he be 


xed 1s a member of a cooperative. 
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Q. Is not a shareholder taxed personally and also ag 

A shareholder? Would it not be the same thing if the member 

of a cooperative was taxod personally and also as a member 

of 9% cooperative? What difference would thore be ? Ae. 2 Of 
not quite understand, 

Q. With regard to a joint stock corporation, shareholders 
are Subject to a personal tax? A. Yes. 

Q. AS 2 Sharcholdor of the corporation, he is also 

taxed sines 2 portion of the profits made by the corporation 

13 subjected to taxation and his personal profit is reduced. 
Would it not bo the samo thing if cooporatives! profits were 
taxed? A, No, it would not be tho same thing, because as 

far as 2 company is concerned there is a collective profit 

in the enterprise, And 1G Ts as such -- not ag a personal 
income -- that it falls directly under the tax on corporations, 
Whereas ina Peaceraetys there aro no collective profits, but 
terely an increase, through the concern, of the personal in- 
Remo of oach consumer, Therefore taxing a cooperative as 

Such would mean taxing directly a second time the cooperator's 
personal income, 

®. In both cases, is there not 2 collective income 
divided among associates? Let us take the case you mentioned: 
an income of $200 of which $50 come from dividends, and in 

she ease of a shareholder who gets an annual income of $200 
which $50 come from dividends, is it not the same thing? 

> it is not exactly the case illustrated in our brief, It 

LS Obvious that 211 personal incomes, resulting either from 
tronage dividends, fall under the Income Tax Act, if they 
ch a certain amount, 

Q. What difference do you mako between 2 reserve 


cumulated by a cooperative in order to increase its 
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activities, and reserves set up by a joint stock company for 
the same purposes? A. In the case of 2 company, reserves 
are drawn on collective profits subject to taxation, but in 
the case of 4 cooperative reserves derive from patronage 
dividends, namely on property belonging to coach cooperator, 
Cooperators then say, "It is advisable to increase our business 
and to provide for reserves, therefore to build up reserves," 
They then avail themselves of the patronage dividends which 
belong to them and they set them aside in the form of a re- 
serve. 

Q. Is it not an investment in both cases? i,” Yea 

and no, From the viewpoint of the investment's purpose, it 
may be the same thing, but from the point of view of the 
Source of the investment it is different. In one case it is 
the patronage dividend or the property of each cooperator 
which is converted into a reserve, In the other, the collective 
profit of the concern becomes a reserve, 

Q@. Let us suppose, in both cases, that the surplus had 
been paid on the one hand to the shareholder and on the other 
to the member and that both decide to romit their profits to 
the concern to which they belong, As soon as such profit or 
returns have been remitted to the concern is it not absolutely 
the same investment for either one or the other? A, From 
the concern's point of view it amounts to the same thing, but 
from tho point of view of taxation, at the source, it is not 
the same thing. 

; Q. In your brief you make a distinction between the 
Serve credited or the amount credited to each member, and 
the amount used as a collective reserve by the concern, 

- iIn the first case it is collective common property and 


the other distributive common property. 
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BY MR, NADEAU; 


Q. So it means that the cooperator invests capital in 
the enterprise, since he agrees that his patronage dividends 
be left in the enterprise and become a reserve fund, Then, 
you must set aside what you say on page 9, third paragraph, 
where you make a distinction between the cooperative enter- 
prise and the capitalistic enterprise. Do you not admit, 
according to what you just said, that cooperators are also 
risking capital? A. I do not think there is any contradic- 
tion, though there seems to be one. By surrendering momentar- 
ily patronage dividends in the form of reserves, he still 
acts according to the same relationship of a user to his 
service. It is because he wants his service to be sound and 
efficient that he puts more capital at Ata disposal, Ts 46 
not a relationship of risky capital to profit since he does 
not risk his capital to get more profits, but to secure a 
better service, 

Q. Would it be right to say that, ina cooperative, the 
cooperator's interest is at the same time a consumer's and 
Customer's interest and at the same time a depositor's and 

2 shady financier's interest, when some depositors let 
patronage dividends accumulate in the cooperative during 
seven or eight years? A. Yes, in a way, because patronage 
dividends are savings which may be invested, 

Q@. Then, it may be said that there are strong simil- 
arities between capitalistic enterprise and cooperative enter- 
prise since certain elements of investment of funds exist in 
oth? A, With regard to their function or their finality, 
vestments may be the same. But from the point of view of 
heir source it is different. In one case we invest savings, 


the other profits. 
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(Translation) Fathor Levesque 
Hon. Mr, Vaillancourt 


Q. Is the Superior Council of Cooperation a member of 
the Cooperative Union of Canada? A. You are aware that the 
Union is a cooperative organization, In principle we wish to 


work with it. However, according to the kind of affiliation 


| 
| 


which was proposed to us, certain points were not acceptable 
to our Council, 

Q. In fact, you are not members of the Union? A, We 
are not members at the present time, but we cooperate with it, 
Q. Did the Superior Council have the opportunity of 

Studying the result of the consequences of taxation of co- 
operatives in Great Britain since 1938? A, We did not have 
Such an opportunity; we did not inquire into that, but it 
would be a very interesting matter to examine carefully. 

Our Council intends precisely to make researches of that kind, 


THE CHAIRMAN: I thank you. 


MR. BROSSARD: Senator Vaillancourt wishes to add a 


word of explanation, 


Hon, CYRILLE VAILLANCOURT, called: 
‘i BY MR. NADEAU: 

Q. If I understand well, it is a question which was 
answered in part. A. You asked if there was a difference 
between organizations dealing in the investment of funds, as 
trust companies and banks, and the caisses populaires, There 
isa marked difference, because we do not deal in the invest- 
ment of funds like trust companies. If someone came to the 
caisse populaire with 25, 30 or $40,000 for us to administer, 
we do not take that; it is too much; .that is not within our 
field of operations, We deal with the small savings; we have 
deposits averaging two hundred and some dollars, We deal wth 


people of small means, The capitalists have their own 
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organizations to look after their money and we do not go in*c 
that. Besides we have not the privileges enjoyed by the 


banks, i.6., sections 86, 87, 88 and 89; and we do not want 


i 


those privileges, 
BY THE CHAIRMAN: 

Q. You have the privilege of mortgage loans not enjoyed 
by the banks? A, The banks do not enjoy that privilege, 
but when they want to be paid they take everything, 

THE CHAIRMAN: We have heard the argument you mention. 

I thank you, Senator, 


DAVID COTE, M.L.A., 
Rouyn, Quebec, 


having been duly sworn 
testified as follows: 


THE CHAIRMAN: Mr, Brossard, I think you have a note 
from Senator Beauregard asking that a question be put to the 
witness, Will you ask it now? 

BY MR. BROSSARD: 

Q. Will you tell the Commission if the cooperatives 

or some of them and especially the Coopérative Fédérée of 
Quebec, the caisses populaires, the Pécheurs-Unis, the 
Alliance des Coopératives de Consommation of Quebec have 
asked or suggested to the Quebec section of the C.C.F. party 
2 demonstration of sympathy towards the cooperatives? A, As 
far as I am aware, no. We simply are in favour of co- 
Operatives because they are a social reform. 
BY THE CHAIRMAN: 
Q. Will you read your brief? A. Yes. The brief 


reads: 
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Brief Submitted 


If the 0.C.F. party submits a brief to the Royal Commiss- 


ion of Inquiry on Cooperatives, it is not because they have 


any financial interest to protect, far from it. They intervene 


in the discussion between capitalistic interests and cooper- 


ative organizations, in connection with the taxation of the 
latter, because they deem that the ratter involves not only 


sconomic interests but also the whole conception of economic 
life as well as moral, social and political matters. The 
C.C.F. claim indeed that it is a social ideology that is 
brought before the commission and they side with the cooper- 
atives because they are convinced th-t those economic organ- 
izations are an excellent means of vivifying our society and 
of developing integral democracy in our country. 
The C.C.F. hola the view that public Opinion realizes 
more fully the necessity of regulating the economy for the 
welfare of all, that service and not profit should be the 
psychological object of production and distribution. And it 
Be undeniable that the cooperative movenent is both the applic- 
ation of that new point of view and an important factor in that 
economic reorganization, 
That producers and consumers freely unite in order to 
meet, by combined action, some of their needs and that the 
Girection of those undertakings be equally assumed by all 
a regardless of the amount of capital invested by 
each, that is something which demonstrates an increasing pre- 
cominance of human values over monetary values, that is some- 
‘thing that constitutes a practical application of the principle 
Of the primacy of service over profit, that is something that 


ndicates a decisive relinquishment of the economic capital- 
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istic conceptions which give preeminence to capital, that is 
something in short that raises the human being to his proper 
rank in economic matters, which, according to the natural 
order of things and purposes, should be the parent's 

Not only. is cooperative enterprise sound and rational, 
but its development helps and will help us to get rid of the 
prominent role of capital which characterizes our capitalist 
economy. «as the cooperative sector of our economy grows, 

the capitalist sector in which persons are subordinated to 
property will decrease proportionately. 

And I want to emphasize the fact that the principle of 
one person one vote is particularly beneficial and required in 
our times, when cavitalism has become monopolistic on a large 
scale. Economic or political dictatorship is particularly 
Ocious to our people, and they resent more and more the grow- 
ing control of monopolists in industry and the progressive 
concentration of economic power into the hands of a few 
financial magnates who, generally, are trustees rather than 
owners of the fundS which are the source of their power. «as a 
matter of fact, under the present regime, a small group of 
persons at the head of certain corporations enjoy a tremendous 
voting and controlling power, while 2 large number of unorgan- 
ized shareholders have practically no share in the management 
of the enterprise. Furthermore, several royal inquiries heve 
demonstrated that companies tend to amalgamate and become 
monopolies and even international cartels and that, through 
interlocking directorates and other manoecuvers, 4 powerful 

but Testricted group, acquires control of finance and essential 
industries, distributes the profits as it likes, directs. the 
economic policy of the country and even makes its influence 
felt in foreign policy. Such activities are anti-social, and 
such a power concentrated in the hands of persons not respon- 


sible to the people is anti-democratic. 
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The democratic control which characterizes cooperatives 


constitutes a very effective méthod of decentralizing economic 
life of the nation into the hands of the people. In short, | 
the growth of cooperatives affords a way to combat economic 
Gictatorship within the country and any check to their expan- 
sion, chiefly in these times, would seriously hurt the morale 
of the nation which seems determined to win the peace as well 
3¢ the war, to become emancipated from any economic domination 
as well as from any political slavery, to eliminate monopolists 
as well as conquerors. 

In addition to their ration merits anda their democratic 
value, cooperatives have a human value which must be taken 
into account in this question of taxation. Indeed, cooper- 
atives play in respect of their members an educational role 
which rust not be underestimated. While they are learning to 
manage a business enterprise, cooperators assimilate notions 
of economics and accounting, and a few cooperatives even toach 
their merbors how to read while others make them familiar with 
economic theories. Thanks to that knowledge and to that 
experience in business manegement, cooperators become increas- 
ingly able to manage their own business and better equipped to 
shift for themselves. 

On the other hand, the cooperative system promotes 
individual initiative. In a capitalist economy, producers 

are divided between contractors and contractees, while in a 
cooperative economy, all producers are contractors to some 
extent, since they are free to make suggestions to improve 
their cooperative enterprise and, thanks to the prevailing 
cooperative spirit, they are able to initiate certain projects 
and put them in force because they can depend on cooperators 
for financial support. 

In addition to making cooperators better informed and !07 


self-reliant, the cooperative system develops in them a genuine 
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social sense. Through the spirit of cooperation and service 


instilled into its members, it contributes to cure that 
hypertrophy of the ego and that egotism which economic liberal- 
ism and free competition have engendered. Under the c oOOperat- 
ive system, our neighbour is no longer en adversary but a 
cooperator, and people are ready to assume greater responsib- 
ilities without pay becauge they acquire a greater sense of 


their social cuties, of the moral need for zeal and service. 


This kind of enterprise will therefore help to shape our 
society into 2 harmonious and well organized hive rather than 
a chaotic and savage jungle. «and at this time when there is 

3 greater need of national unity, this beneficient effect of 
the cooperatives assumes a particular value. 

The cooperative in a democracy has political merits 
because it first informs and stimulates the citizens. By 
inspiring cooperators with devotedness to others and by instill- 
ing into them the sense of social responsibility it arouses or 
enhances civic virtues in ther. 

Those organizations are a miniature democracy and prepare 
their members to play their part in a derocratic society. 

That is the reason Facists endeavour to eliminate cooperative 
Organizations in order to make of their people citizens without 
freedom of mind and initiative, automatons instead of persons, 
&@ crowd instead of a people. 

By teaching people to shift for themselves ana by giving 
them the habit of getting together for important activities 

and cepending on themselves, the cooperative enterprise makes 
it less necessary for the state to intervene in supplying the 
deficiencies of private enterprise. The best way to put an 

enc to state paternalism is for citizens to help themselves. 
Social ills must be cured at all costs, and if the 


Citizens do not themselves take the necessary steps, then the 
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state must intervene. Funeral expenses, medical care, hospital- 
ization and building cooperatives are sc many social initiat- 
ives that contribute to the welfare of the people by reducing 
the cost of those services and save the government many items 
of social expenditure. As most cooperative enterprises are 
social services or are launched in order to satisfy the primary 
needs of the working classes, or to distribute or process farm 
produce, to tax cooperatives would be taxing people who are 
least able to pay. 

Before concluding my remarks on the political aspect of 
the cooperative rovementI wish to refer to the resolution passed 
by the United Nations Conference at Hot Springs, stating that 
cooperatives have played an.all-important part in the training 
of good citizens for democracy and recommending that all 
countries should askist in the establishment of procucer and 
consumer cooperatives and scrutinize their legislation in 
order to remove all legal obstacles -to their development. 
Cooperatives should not be taxed not only because they 
are a factor of democracy and economic emancipation, and a . 
leaven of individual, social and political progress, but also 
because it would be futile to do it. 

I camot understand the suggestion of capitalistic enter- 
prise supporters that cooperatives be taxed. The patronage 
dividend is not a profit but a reimbursement to cooperators 
for requiring them to pay more than the cost price. The 
consumer and producer cooperatives, if not the social service 
cooperatives, generally charge more than the cost price, 
because they have acopted the policy of selling at prevailing 
prices. But if patronage dividends are taxed, it is very 
likely that cooperatives will change their price policy and, 
that they will substantially reduce them, which will give rise 


to 4 price war which would leave their capitalistic competitors 
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in a very bad financial position. 

If patronage dividends are taxed, they shall practitzall, 
be done awav with, and everybody will be the loser; the capital- 
ists in having to meet lower instead of higher prices they 
anticipate; the government in collecting practically nothing 
from that source of revenue and in losing, on the other hand, 
on the persohal income tax item; the cooperators in meeting 
increased difficulties in securing the necessary savings for 
their expansion and multiplication. 

as to reserves, to tax them would be discouraging prudence 
and penalizing foresight. To remain stable, an enterprise 
must have a certain reserve to meet all possible contingencies. 
and I do not believe it would be wise and fair to tax reserves 
exceeding the required minimum to ensure the stability of the 
cooperative enterprise, because such taxation would discourage 
thrift, and thus impair local economic expansion, community 
initiative and decentralization. If there was a general tax 
levy on capital, if there was a tax on accumulated wealth, it 
would be just to tax such savings; but, if I am not mistaken 
Such a tax does not exist in Canada. 

One of the arguments used in support of the opinion that 
cooperatives should be taxed is the allegation that United 
Kingdom cooperatives are subject to taxstion. Such an assert- 
ion is only partly true, as a tory government amended the act 
exempting cooperatives from taxation and compelled them to pay 
@ tax on undistributed surplus but not on patronage dividends. 

The. provincial act on cooperative syndicates gives every 
safeguard required to stop the development of undertakings 
which would be cooperative in name only and would parade under 
Such a label in order to take advantage of tax exemptions. 
However, the provincial act authorizes . rate of interest of 


10 per cent on capital invested in a cooperative. Such a rate 
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(Trenslation-Mr. Vaillancourt) | 


is excessive and we respectfully suggest thet it be brought 
down to the prevailing minimum rate in the province. 

We respectfully suggest also thet an act on cooperatives 
and an act on caicses populaires be snacted by the dominion 
government. Cooperatives wishing to operate under the dominion 
government are now governed by the Dominion Companies' act, . 
which is not desirable. 

Respectfully submitted, 
Omer Chartrand, 
Provincial Secretary. 
Mr. BROSSsaARD: «as it is an expression of opinion, I will 


ask no question. Thank you. 
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Quebeo Board of Trade 


THE CHAIRMAN: Mr. LaCroix, is it your intention 
to present the cass in English? 

MR. LACROIX: If it please the Commission, I will read 
the brief in English, but there are some comments which, 
if you do not mind, I would wish to make in French. 

Monsieur le President, Messieurs. Avant de lire le 
memoire je desirerais faire une mise-au-point pour qu'il 
n'y ait pas de malentendu sur la position que nous 
adoptions. Je n'ai ni le mandat ni la competence d'entrer 
dans des discussions philosophiques, comme l'a fait le 
Pere Levesque, pour discuter du merite de la cooperation. 
Je sais que dans certains milieux, depuis que cette enquete 
est en cours, on a eu l'impression ou on a voulu creer 
l'impression que le commerce individuel en prenant 
position comme un defendeur; meme on nous a taxes de vouloir 
attaquer les cooperatives. 

LE PRUGIDENT: Il nty a pas de defendeur. 

Me LACROIX: Je sais, Monsieur le President, mais la 
seule position que je voudrais adopter est la suivante: 
nous voudrions essayer de signaler certaines anomalies qui, 
amon humble avis, existeratent dans la lol dtimpot et que, 
si on en continue ltapplication, ceci aura pour effet de 
prejudicier le commerce individuel au lieu de permettre aux 
deux de vivre. Je veux dire que nous ne voulons pas 
critiquer le syteme cooperatif; je suis meme pret a 
admettre que nous reconnaissons les avantages qutil a pro- 
cures aux classes laboricuses. Je ne suis pas capable de 
faire certaines distinctions entre le domaine materiel 
et le domaine moral, mais nous trouvons qu'a cause des 


lois dtimpot les cooperatives entrent trop loin dans le 


wae bs 


. 
a4 
Pha 


ae 


te 


Yaut 


-3575- (Text) 


domaine materiel pour pour enseigner nos obligations morales. 
C'est un peu le reproche que nous avons a leur faire. Je 
vais lire le memoire.et je ferai, au fur et a mesure, les 
commentaires qui peuvent s'imposer. 

"To the Chairman and Members of the Royal Commission 
on Cooperatives: 

I. Introduction 

"This brief is submitted on behalf of the Quebec Board 
of Trade. "L'Association Patronale du Commerce de Quebec 
Inc.,' Quebec Northern New Brunswick Fish Proucers and 
Exporters Association. In order in touncil P.d. 8725, 
it is very clearly stated that the Commissioners appointed 
by said order in council are to inquire into:" 

THE CHATRMAN: You can pass over the reading of that; 
we are very familiar with it. 

MR. LACROIX: Very good; I will continue on page 2. 

"We find in these three propositions, and more 
especially in the paragraph 'bt, enough lattitude to 
allow us to deal with this question as follows: 

"In the first place, we intend to try and stress out 
what has been, at the outset, the real and true aim of our 
legislators in putting in our statutes, laws to allow the 
establishment in our province of cooperatives, and sub- 
sequently, laws to encourage and develop the cooperative 
movement, 

"In the second place, we intend to show in the light 
of those statutes and of our various provincial and 
municipal laws, to what extent the cooperative movement has 
been strongly aided, and the many privileges, unknown to 
privately owned companies, which have been granted to these 


various cooperatives. 
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"These facts being established, it will be our purpose 
to try and make clear another fact which shows that to-day, 
the cooperatives, benefiting, as they are, of tremendous 
and crippling advantages, have now reached a situation where 
they are going far beyond she aim of the legislator, and on 
that account, have becone competitors, the existence of 
which imperils the surviving of private companies. 

"We realize that your commission has no jurisdiction 
beyond that stated in order in council P,C. 8725, and that 
Whatever complaints we might have on account of the facts 
hereinabove stated, existing in the provincial field, 
your commission would have no power to remedy this situation. 
However, we think it not only advisable, but necessary to 
put such a situation in the provincial field, very clearly 
in light, because we aim to find in it exactly the arguments 
which, we humbly submit, will justify us for asking your 
commission to prevent these competitors to benefit in the 
federal field of additional advantages and privileges 
for which, this time, we contend there are no reagonable 
justification. 


Il, The Origin of the Cooperatives, 


and their Primary Purpose. 


"The principles of cooperation are very well known, and 
we do not intend therefore to repeat in this brief facts 
Which are already familiar. 'These cooperatives were 
authorized to become joint ventures of an unlimited number 
of persons to provide goods and services at a lower net cost 
to themselves than the eosts of similar goods available 
on the open market,” In this province, the legal existence 
of the cooperative movement really dates back to 1906, and 


can be found in 6 Ed. VII ch. 33. 
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"Two years later, is eee in the provincial statutes, 
the first law governing the syndicates in Quebec, and this 
law has been amended to become, in our actual statutes, 
chapter 120 of the revised statutes of 1941, ‘This law, known 
as an Act relative to agricultural cooperative societies 
for the protection of labour classes, and a defence of their 
economic interests. The other basic laws in our statutes 
governing the cooperatives, are chapter 290, relative to the 
Cooperative Syndicates, chapter 201 relative to Fishermen's 
Cooperative Societies, chapter 202 for the organizing of 
Fish Cooperative Federations, and finally an Act constitu- 
ting 'La Cooperative Federee de Quebeo!. 

"In all these laws inspired by the first statutes of 
1906 and 1908, it is easy to see that the main purpose 
which the legislator had in mind, and which is stated in the 
laws themselves, was to allow these societies to purchases. 
for resale to its associates only, the necessities of late: 
and the requirements of their industry, and give them credit 
facilities, make loans, sponsor common endeavours, initiate 
productive operations among members, and sell their products 
collectively or individually. 

"Tt may be seen by these laws that they aimed at 
creating an encouraging mutuality in the buying and selling 
of property. Your submissioners wish to state here that 
they do not, in any way whatsoever, intend to criticize 
what could be termed the true cooperative method of doing 
business. 

"As it has been defined in other briefs, and more 
especially in the submissions made on behalf of the 
Brackman - Kerr Milling Company Limited et al, this 


true cooperative method would consist in a combination 
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of persons purchasing what they require, paying for 

these requirements from their tax incomes, and benefiting 
by the combination either in the form of a low initial 
price, or in a bonus repreSenting the saving in price made 
possible by their combination. This cooperative method 
appears to be the original purpose of the laws which have 
been, at different times, enacted in this province, and in 
section @ of chapter 290 of the Revised Statutes of 1941, 
the purposes of the cooperatives are clearly set out 
according to this true cooperative method of doing bueiness. 

"We think that we can truly state that at least in this 
province, it was never thought that by enacting laws, to allow 
the creation of societies which would put in practice this 
cooperatice method of business, anyones intended to do some- 
thing which went beyond an adequate aid and assistance to 
labouring classes and farmers and fishermen, so that the; 
could get together in order to purchase more cheaply the 
necessities of life, and at the same time derive as a 
result of a sound protection, better returns from the sale 
of their products." 

What we have tried to stress is mainly the fact that 
at the outset the conditions as to taxation were very 
different from what they are to-day, and we humbly submit 
that it was never the thought of the legislature to create 
or to authorize a system which in its application would 
have no other result than the establishment of a mixed 
economy or controlled monopoly, if you want to call it 
that. But to-day, on account of new factors in the 
income tax laws, and the excess profits tax laws, we 
contend that we have gone far beyond the aim of the legis- 


lature. Whatever may have been the original aim, the 
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system of fixed economy is now going on the path where it 
will lead to destruction to one of the systems instead of 
allowing both to survive in the economy of the nation. 
All these laws to which we refer date back to a oertain 
period of time, and even the new amendments which we find 
up to 1935 were enacted at a time when there was no question 
of high taxes such as we have known Since 1940 on private 
industry. 

Je crois que sur ce point-ci il n'y a pas  d'erreur, 
Le Pere Levesque, dans son memoire, l'admet lui-meme que 
les cooperatives, a ce moment-la, sont dans une position 
absolument privilegiee. Dtailleurs, si on ne voulait 
pas ltadmettre la loi est la pour nous le rappeler a tout 
instant, mais elle justifie ces avantages, ces privileges 
en attribuant un caractere distinct aux cooperatives si on 
les compare aux compagnies privees. Dans notre opinion, 
c'est gqu'au point de vue resultats clest la meme ohose. 
Siala finde ltannee, dans ltentreprise privee, jtai un 
surplus, je l'tappellerai un profit et si mon voisin qui 
est cooperateur a ete heureux dans ses operations, il 
l'appelle un trop -percu ou qu'il ltappelle le resultat de 
son eoonomie, il est indeniable qu'il a un montant en plus 
dans sa poche qutil n'avait pas au debut de ltannee et 
dont il va se servir pour son commerce et pour me faire 
ooncurrence, What I am trying to emphasize is that 
these privileges and these advantages which exist in 
favour of the cooperatives, and which are admitted by them, 
are, I say unfortunately,in large part paid for by the taxes 
which actually are levied upon private industry. I know, 
as 1 mentioned a moment ago, you have na jurisdiction to 


remedy this in the provincial field, but we want to show 
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at least how we reach the federal field in competition with 
them; how we go on the market with them, and once we are 
there, if they have been established through the medium 

of these taxes levied upon us, as a very strong competitor, 
we at least feel justified in asking you in the federal 
field: Don't go farther, and do not guarantee benefits 

to them while you take ours away from us. 


"TII. Advantages and Privileges Oreated 


in favour of Cooperatives. 


"Since the outset, the cooperatives have always been 
considered as being in a privileged class. No doubt this 
has existed on account of the intention of municipal and 
provincial legislators who intended to promote and encourage 
what appeared to be the true cooperative method of doing 
business, On that account, we find in our municipal and 


provincial laws, many dispositions which give to the 


agricultural cooperative societies and other societies 
existing under the Act relative to corporative syndicates 
(chapter 290 §.R.Q. 1941) or even in virtue of other laws 
governing the cooperatives, all kinds of exemption of taxes, 
and privileges such as which were never contemplated to 
aid the independent trade with which the same cooperatives 
are now, and have been for many years, in competition. 

"In the municipal code of the province of Quebec, 
a special disposition exists as section 700. This 
section clearly states that the right given to impose 
taxes (on all commerce, manufacturers, financial establish- 
ments, etc.) does not allow same corporations to impose taxes 
On the cooperatives. It is true that this section 700 
refers only to agricultural cooperative societies and 
cooperative syndicates. However, in the statute of 1943 


amending the act relative to the cooperative syndicates, 
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a paragraph has been added to include in the same category 
all the financial operations made by the 'Caisses Populaires't." 

This is the section to which Father Levesque was refer- 
ring yesterday afternoon when he said that now it is declared 
by law that their operations are not commercial or financial 
operations. 

"Furthermores another marked privilege has also been 
granted to the cooperative societies as a consequence of 
this last amendment to the cooperative syndicatest Act, 
and this has been the exemption for such societies of the 
payment of the business tax in the cities and towns. 

MWe also find in another statute of the Cities and Towns 
Act (R.S.Q. Ch. 233) section 526, which gives to the 


cooperatives, a similar power as that given by section 700 
of the Municipal Code for the rural cooperatives. This section 
526 did not go as far as the above mentioned section 700 
of the Municipal Code because in st there was no paragraph 
creating a specific exemption for the cooperative societies. 
"However, as a consequence of the amendment in 1945 
to section 6 of chapter 290, that is to the Gooperative 
Syndicates Act, this section 526 of the Cities and Towns Act 
has now the same effect. By that amendment, it was declared 
that all cooperative activities are not to be construed as 
the exploitation of a commerce, of a financial establish- 
ment or of a profitable operation, and thus, all cooperative 
activities do not fall any more within the scope of this 
section 526. 
"Tn the provincial field and more specially in chapter 


120 R.S-Q.1941 concerning the agricultural cooperative soc- 


jeties, we find section 30 which creates a specific exemption 


of taxes for these societies, and the same thing applies 


to the fishermen's cooperative societies in section 28 
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of chapter 201 R.S.Q. 1941. This then goes to show that 
the agricultural and fishermen'ts cooperative societies are 
exampted in this province of all provincial taxes. 

"At this point, it is easy to conclude that any 
privately owned enterprise, as compared with Z cooperative 
society, is in a very unfaourable situation to operate on 
account of the fact that the addition of all these provincial 
and municipal taxes and licences which are imposed upon 
privately owned enterprises, create, especially in these 
years, a very heavy burden which however, these enterprises 
accept to carry because they realize that these assessments 
are necessary for the general welfare." 

If we contend, as we have done a moment ago, that 
exemption from taxes should be measured by the services 
rendered, and that private enterprise is called upon to 
give the greatest part of all its profits or earnings for 
the general good or general welfare, I suggest the commission 
should take this into account as services rendered, which 
would justify us to a certain extent in having certain 
benefits, at least part of the time if not all the time. 

"On the other hand, they can not reconcile themselves 
with the idea that such heavy taxes on their own enterprises 
should be levied in order to enable the aftthorities to 
create privileges in favour of organizations, such as the 
cooperative societies, so that these same societies may 
increase their own volume of trade and become competitors 
which eventually are bound to imperil the existence of 
those who pay the taxes, and who, in the interest of thes tate 
itself, should remain tax-worthy. 

“Besides this very important factor concerning the 


exemption of taxes, the cooperative movement reoeives a 
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very substantial aid in the form of direct subsidies which 
are paid yearly by the provincial government, In the survey 
of the cooperative system of the srovinde of Quebec, made 

by the Quebec Board of Trade, we find a list of those 
subsidies which amount yearly to a very high figure, 

and which speaks quite eloquently for the help given by the 
provincial authorities to these societies." 

These figures are figures of public record, if you 

; Wish that I read them. 

THE CHAIRMAN: Just as you like, Mr. LaCroix.. 

MR. LACROIX: (Reading): 

"we note first, a general subsidy of one and a half 
per cent of the total value of agricultural products or 
by-products sold through the cooperatives. This subsidy, 
since 1940, has been limited to $100 for each local 
cooperative, and in 1942-1943, came to $44,175. 

"Tn the case of fishermen, the government has pledged 
to defray seventy-five per cent -- " 

There is an error here which I should carrect. I have 

put down seventy-five per cent of the cost of construction; 
I believe it is seventy-five per cent of the cost of 
materials, only. I will read from the beginning of the 
paragraph. 

"Tn the case of fishermen, the government has pledged 
to defray seventy-five per cent of the cost of materials 
in all buildings owned and occupied by the cooperatives. 
The financial enterprises produced under this cooperative 
system, and known as Les Caisses Populaires, also 
receive their large share of direct subsidies. Since 
1932, these subsidies are granted annually to the 
Federation of Les Gaisses Populaires, and in 1942-1940, 
$57,000 were thus contributed by the provincial govern- 
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Without further commentary, we however wish to submit 
to your commission certain figures taken from the Provincial 
Public Accounts, showing sums which were contributed to the 
cooperatives: 


"Division of Dairy Products, $17,060.00 


Division of Vegetable Froduction 3,075.00 
Division of Gardening, 18,000.00 
Production of Maple Syrup 17 ,600,00 
La Cooperative Federee de Quebec, 90,000.00 


Co-operative for the Purchase of seeds, 20,000.00 
Fishermen's Cooperatives, 15,550.00 


14 per cent of value of products sold, 44,175.00 


£ 


Federation of Les Caisses Populaires, 57,000.00 
Miscellaneous 15,540.00 
Total - #298 ,000.00 


The sum of $90,000.00 for La Cooperative Federee de 
Quebec was in payment for seeds distributed by the 
Provincial Government through La Cooperative Federeee" 

Tt cannot really be called a direct subsidy to the 
cooperative; it went to the farmers who benefit from the 
seeds, but the amount was paid to the cooperative to dis- 
tribute those seeds. 

MRe NADEAU: In what year =) it? 

MR. LACROIX: 1945, I will verify that, but I think 
IT am right in saying it was 194d. 

"The same thing which is being said of cooperatives 
all over Canada fully applies to the situation in this 
province, and it must be realized that a great part of all 
the benefits received here by the cooperatives are con- 


tributed by their corporate competitors. 
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"To again quote from a submission submitted by the 
Brackman-Kerr Milling Company Limited, in Vancouver, we 
respectfully submit that cooperatives exist only by the 
grace of those who pay for the administration, security 
and development of the country. When we consider these very 
large amounts represented by the exemption of taxes, and the 
total of the subsidies contributed directly to the co- 
operative societies, we feel that we can affirm that the 
original and main purpose of these societies has long been 
forgotten,--" 

I think this is not an exaggeration, because after hear ing 
the distinctions which were made very honestly by Father 
Levesque a moment ago, there might exist and do exist 
organizations which are not bona fide cooperatives. If 

that is so, and if when they take the name of cooperatives 
they are immediately placed ‘in a privileged category ana 

get the benefit of our taxes and the benefit of exemption 

in the Federal field, we contend that this justifies our 
saying what we have written here, that the original main 
purpose of these societies has long been forgotten. 

"We feel that we can affirm that the original and main 
purpose of these societies has long been forgotten, and 

that we are to-day, not in presence of organizations 
existing to foster and protect the interests of labour 
Classes and help them to buy more cheaply the necessities 

of life; we are also far from the object contained in 
section 6 of the law respecting these cooperative Syndicates, 
when it says that for the phew mentioned purpose, these 
sccieties may buy for resale to the associates only, such 
articles as are necessary for the support of life or for the 


works of their industry. We are truly in the presence .i 
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organizations which have set aside the true cooperative 
spirit, and have become real commercial organizations deal- 
ing in general commodities, gasoline, oils, electricity, 
telephone, insurance, etc. Not only have they become such 
commercial organizations in the true sense of the word, but 
they are really profit making societies which, are able to 
constitute enormous reserves, although in their case, 

the law allows them to set aside these reserves by merely 
not calling them profits.* 

MR. ARNASON: Are you suggesting that cooperatives 
that deal, for example, in gasoline and ofls are not true 
cooperatives because they deal in such commodities; or do 
I understand you correctly? 

MR. LACROIX: No, no; I would not suggest that. 
Yesterday afternoon there was a gentleman here from Apnitibi 
who in the course of his testimony gave as an example of 


what I thought represented the true spirit of mutuality 


the Syndicat de Travail. I do not think we have seen many 
examples actually of this Syndicat de Travail where there 

is no legal entity which comes between the buyer and the 
seller or the shareholder but where they all get together; 
it is what in this province we used to call la corveeé. 

En somme, ctest cela; voici une operation de mutualite, 

de cooperative, qui peut representer, qui peut nous sevir 

de pole pour faire la distinction entre ce qui ntest pas. 
This Syndicate which was described to the Commission yester- 
day, and which has to do with forestry operations in Abitibi, 
we can use as an example to illustrate more clearly why 

we feel our complaints are justified, because the other 


operations do not correspond at all to the operations of 


the Syndicat de Travail of Abitibi. We say that what was 
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originally authorized to help the labouring classes is now 
reaching a field where it does not need to be but which 
has found advantages and profits there by merely using tie 
name of "cooperative" and has taken this system as a means 
of evading taxes. What has been furnished by the legislature 
to help the labouring classes is being so used -~ and I am 
not referring to the movement as a whole; I would like to be 
correctly interpreted on that. Wherever we find the true 
spirit of mutuality, we admit it, but we contend that it 
does not exist to-day according to the aim set by the legis- 
lature; when we analyze their operations we do not find them 
operations of mutuality but we find them really commercial 
trading operations. 

THE CHATRMAN: All you say is that they have departed 
from the true principle of cooperation. 

MR. LACROIX: Yes. Another thing we complain about 
is that having departed from this true spirit of cooperation 
they still want the benefit of the same privileges and try 
to get them merely by using different names for their profits 
or their operations. This is our contention, and we say 
that it is unfair competition. 

T have a case here -- and if I were before the appeal 
court I know you would be more severe for my reference to 
jurisprudence -- the only one I have is from La Presse, 

a judgment which was rendered in the Montreal court by 

Mr. Justice Boyer; possibly your lordship is familiar with 
it -- the case of United Fishermen and the James Company. 
In this case 2s Pecheurs Unis were described by the James 
Company as being sonditionneurs and operating under the 
ccoperative system and governed by the regulations of the 
Wartime Prices and Trade Board, with a different ceiling 


for them, which would be seventeen cents a pound. The 


James Company objected to paying the price which was 
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claimed by Les Pecheurs Unis, nineteen cents, which was 
the price set for the wholesaler. They went to court, 

and there Les Pecheurs Unis gave evidence that they were 
wholesalers and entitled to the same prices as wholesalers 
on the market. The court gave them judgment and condemned 
the F. Pe. James Company to pay them $1,173. 

THR CE AIRMAN: What is the date of that judgment, do 
you know? 

MRe LACROIX: I got it on the 3rd of February, my lord, 
but I will verify that. Now, there is an admission, if 
I may suggest it, which justifies us in saying that there is 
a departure Pron the true spirit of cooperation, and this is 
what we object to. It is not fair, we contend, to do exactly 
the same thing as I do and call it some other name when it 
gets into the field of obligations. 

I refer here -- it is not in my brief, but it is 
something you are probably more familiar with than I am -- 
to the report of the inguiry on cooperative enterprises 
in EBurope, 1937, where you have at pages 74 and 75 the find- 
ings of the inquiry commission of the taxes which are 
imposed on these same operations in other countries. [I 
would like to quote here what was said President of the 
United States, which you will find at page 117: 

‘Nevertheless, while the government 

can help through its resources, we in 

Washington have recognized that cooper- 

ation and cooperatives must come from 

the people themselves. Government 

can see to it that the rules of the game 

are fair as between cooperative enter- 

prise and other enterprise." 
That is really what we are asking. We are not asking for 
any special favours. We say, if you are able to satisfy 


your self first, and the others after that, that you have 


not departed from the true cooperative spirit, we do not 
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insist. 


MR. ARNASON: I understand you to suggest, then, that 
to the extent, for example, that cooperatives do business 
with the public, they are departing from the cooperative 
principle? 

MR. LACROIX: I will go further than that, Mr.Chairman; 
I will say that even with their trade with their members -- 
even there you have in certain instances departed from the 
true cooperative operations. I will try to show that later 
on, and if you will permit me I will take it up in logical 
order. 

"As we have said previously in this memorandum, your 
submissioners do not intend by these remarks toe critielze 
what can be termed the true cooperative system of doing 
business, but nevertheless they feel it necessary to put these 
facts before your commission to illustrate more clearly the 
real inferior situation of free enterprises, as compared with 
the situation of these societies who not only deal and trade 
amongst their own members and associates, but have become not 
only competitors, but a real threat to the existence of 
free enterprise itself." 

It might be"private enterprise" instead of "free enterprise" 

"Acs it has already been stated, free enterprise --" 
Let us call it private enterprise. 

t_-by bearing alone the greatest part of the burden 
of national taxation, which is subsequently converted in 
the form of direct contribution to these socieites, 
contributes to the support and development of these institu- 
tions which, if they continue to operate in these same 
conditions, will most inevitably destroy them. 


"To eonclude this chapter, it must also be shown *+h°t 
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besides the advantage resulting from the exemption of taxes 
and direct contributions, special conditions and facilities 
of credit exist for the sole benefit of the cooperative 
socieites. When they borrow from their cooperative financial 
institutions, at a rate of five per cent or six per cent, 
the government guarantees sometimes up to four per cent on 
this rate of interest." 

There is a reference which should have been made here. I 
would not take it on myself to say that this applies to all 
the societies, but I know that under chapter 111 there are 
Special dispositions as to the guarantee of interest on 
loans, Further in the brief we have given examples which 
show the extent to which these guarantees have assisted 
cooperatives in the province, even on their mortgages, and 
even when they build. 

"This goes to show that free enterprises or privately owned 
corporate enterprises, when they must borrow money for 
expansion through ordinary banking channels, must pay a 
high rate of interest, whilst their cooperative eompetitors 
can obtain the same amounts of money sometimes at as low 

as one and a half per cent. 

"Les Caisses Populaires, which also operate as already 
stated on this cooperative system, have steadily increased 
the number and amounts of loans made, and in 1941 for example, 
these loans represented $7,534,293, with a profit accruing 
to these Caisses Populaires, of $845,460. In 1943, these 
loans had increased to 37,524 in number, but we have not on 
hand the report of the profits derived that year." 

Senator Vaillancourt gave facts yesterday which 
complete this statement quite clearly. 

"We do not object to the existence in a country of 4 


mixed economic system in order to prevent the consequences 
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of unfair wonocoly, but what we have shown already is enough 
we think, to illustrate the fact, that what in the origin 
was merely intended to foster the better economic interests 
of the smaller classes, has now become an inducement to 
these same classes to become members of what appears to be 6 
dangerous monopoly in itself, and it can truly be said, ve 
think, that such institutions engaged in such trades cannot 
be termed as organizations inspired by the true cooperative 
spirit which existed in the minds of their creators." 

I think I am able to sum up in a couple of sentences 
exactly what we want to ask the Commission. If the 
Provincial government has deemed it necessary in the inter- 
est of the general welfare to give advantages and privileges 
to cooperatives, I am not ready to say we are willing to 
complain of that. We might say that the farmer and 
the fishermen -- and we admit that -- has the right to 
an adequate and fair price and a fair standard of living, and 
if the government has considered these classes as in the 
category of the poor brother in the society and has given 
them privileges and advantages tv build them up as a 
competitor while private enterprise has possibly used other 
sources of income to go on the market itself, we do not 
Object to that. Whatever the government may have done in the 
provincial field, it is hard for us, I know; we have to 
Carry that burden too, but this is not the main purpose 
of our complaint. That might be what Father Levesgue called 
yesterday social services -- to build up a child which is 
* not very strong and put him in the field of competition. 

I believe I can truly say that there are no other conse-_ 
quences if we analyse the privileges and advantages granted 


by the provincial government. They give them the money -- 
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and when I say give them the money I am truly stating the 
facts, because we mentioned in our brief the case of the 
fishermen's cooperative that started with «= capital of 
$530 and was giveu a subsidy of $50,000 by the government, 
guarantees on their properties, and with this paid-in capital 
of 930,000 they manage to-day to have a profit of $131,000. 

MR. PARKER: Would my learned friend pardon an inter- 
ruption? In regard to, the question with which he is now 
dealing, these grants from the Provincial government, could 
he tell us whether they become the funds of the cooperative 
body or are they given to be handed on to the individual 
members? In other words, what I am getting at is this: 
do these form part of the income of the receipts of co- 
operative bodies or not? 

WR. LACROTX: I am sure that by this time you realize 
that I am not a specialist in these matters; I am just a 
lawyer trying to emphasize the soints of my clients, but I 
Will answer by a distinction. If you adopt the theory 
Ziven by the cooperatives yesterday, that what they have 
belonss to the cooperators,well, I believe the answer would 
be that these subsidies go directly to the cooperatives 
and in the end and in the last analysis belong to the 
cooperatorse 

MRe PARKER: That is just the question we are all 
trying to answer, whether it is the inhiel duates I thought 
perhaps you could help us; if not, pardon the interruption. 

MR. LACROIX: Thet is their contention. On the 
other hand we contend, in the light of these laws which 
declare that these societies which exist in our province 
are in the nature of joint stock compenies with shareholders, 
With limited responsibility, I believe the true answer is 


that it belongs to the legal entity. It is the same 
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operation, but to prevent it being reached by the taxation 
they call itby' another name. So having built this competi- 
tive in the provincial field, what we ask you is this: when 
it reaches the market with us, why should it need that help? 
All that it needed, we submit, was to be built up, given 
the same strength as private enterprise. The previncial 
government has seen to that, and we say that when we reach 
the market in company with you as a cooperative competitor, 
you are as strong as we are, 

THE CHAIRMAN: You say the patient is now strong enough, 

MR. LACROIZ: I think he igs getting stronger than I am, 

THE CHAIRMAN: In the competitive field. 

MR. LACROIX: THA Ls ite If that is so, and I 
truly believe it in the light of these figures and laws, 
why then should the federal authorities be asked to take away 
my profits and guarantee profits to him once he is in the 
competitive ficld? -- because this is the result of the 
application of the income tax laws. I believe there is no 
other result, no other thing that can be said, unless -- 
and you will pardon me if I stay in the practical field -- 
unless you call it something else, 

I was listeningswith interest to the questions you 
were putting to Father Levesque a moment ago, because when 
they leave their ristourne or trop-percu or whatever they 
Call it and put it into reserve it is the same thing that 
is done at the annual meeting of a company where they decide 
not to divide the profits; the shareholders decide to invest 
it, and they leave it there; it is a new investment and thev 
Carry on at the beginning of the New Year, But the co- 
Operatives come back and say: If you tax us we are going 


to dies Well, we dontt believe that. We have the burden; 
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they live by the grace of those who pay for them, and we are 
the ones who pay for them. We have done that to build them 
up, and if they are going to die now that we take away part 
of their profits, how are we going to survive? It is 
impossible. They get the subsidies; we dontt. They get 
the guarantees; we don't, 

As I have said, this article which I quote here, this 
example, I think ‘iiustrates the operstions to-day. While 
the ordinary man has to finance through banking channels 
and pay a high rate of interest, and furthermore have the 
pleasure of paying high taxes, the government comes along 
and says to his neighbour: You establish a grocery store 
next to this fellow and we will lend you the money that your 
neighbour is paying us tin taxes; you get it at one and a half 
per cent, and you wontt have any income tax to paye 

To continue with the brief: 

"IV Federal Field 
"We have endeavoured, up to now, to show as clearly 

as possible, the respective situation of free enterprises 
operated in the provincial field in competition with enter- 
prises operated under the cooperative systeme This is the 
situation in which both come in the federal field, where now 
they are confronted by the federal laws and more especially 
by those which your commission is called to consider, that 
is the Income War Tax Act, and the Excess Prifits Tax Act, 
1940. 

"The cooperative societies are generally divided into 
two categories known as producers’ cooperatives, and consumers’ 
cooperatives.eThe difference tetween these two categories is 
too well known to the members of your commission for us to 


dwell upon the activities of both. We would like however to 
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remind your commission that these cooperative syndicates 
or societies have a legal status which, according to the 
taxt of the law, does not differentiate them from other 
corporate organizations.” 

I know that this law is well known to the members of 
the Board, but I have quoted here a couple of sections which 
ere necessery to illustrate the argument. 

"Section 3 of chapter 290 says that: 
‘Such syndicate or association shall be of the nature of 
Joint stock company, the responsibility of its members or 
shareholders being limited to the amount of their respective 
Shares'. This is in fact the repetition of Section 2 of 
6 Hd.VII ch. 33, Section 7 of the same chapter grants and 
privilege to farmers! clubs and agricultural societies, and 
also to fisherments cooperative associations to take shares 
in such syndicates. Section 38 gives the power to the general 
meeting to determine the amount of the profits which it 
Shall allot, and sertion 39 deals with the reserve fund 
created out of a portion of yearly profits." 

I have discussed this matter with a gentleman who is 
interested in this question and who says that the French 
version does not say “profits” but "benefices", T am not 
So much concerned here whether Somebody wants to guarantee 
him profits or benefices; I am ready to accept either one 
or the other -- in the practical field. 

THE CHAIRMAN: It is a question of a rose by any other 
name; is that it? 

MR. LACROIX: I wontt be too severe on the wordSe 

MR. PARKER: Is my learned friend Suggesting that 
because the provincial statute refers to"profits", they are 
profits when we come to discuss them in relation to Dominion 


' income tax? 
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THE CHAIRMAN: No, he is not contending that. 

MR. LACROIX: No, not exactly that. But yesterday 
afternoon I was rather strongly impressed by the argument made 
by Father Levesque, and I hope he does not mind my quoting 
him and using him as a source of inspiration. Father Levesque 
quotes le traite de droit commercial de M. Antonio Perrault 
as to the three requirements to call for the existence of a 
commercial operation: (1) ltidee de circulation; (2) ltidee 
dtentremise; (3) itidee de Speculation. When we come to 
the second element, Father Levesque very ably says if you 
s tay on the legal ground we must say there is a legal entity, 
but we do not admit that, because we do not stay on that 
Sround; we go into another field, which is domaine economique, 
where there is no contract. But at the end of the year if 
you read the financial statements you will find that either 
‘in the domaine economique or in the legal domain somebody 
has taken money which is not going to private enterprise. 

THE CHATRMAN: I assume you take the legal ground, Mr. 
LaCroix. ‘ 

MR. LACROIX: I have been brought up on that ground 
and I shall die on it. My eim is to observe the laws of this 
country. 

MR. PARKER: He wants to die legally. 

MR. LACROIX: To continue: 

"After reading these sections in our provincial laws, 
it is quite easy to see that these cooperative syndicates 
constitute legal entities quite different from their own 
members whatever may be the contentions submitted on this 
question, and whatever may be the terms used to qualify the 


Operations of such societies, we do not think that we can 
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call them anvthing else but real corporate or ganizations 
aiming at the realization of profits through trading operations 
with their members, and others, in actually the same manne > 
as ordinary corporations with shareholders doing business in 
thesame field of enterprise." 

I again take the liberty of reminding the Commission 
of the case which was brought up yesterday by my learned 
friend Mr. Hudon, of the Syndicat de Travail, We take orf 
our hats to the spirit of mutuality we find there, I 
believe, if I am well informed, that during the course of 
this inquiry a4 number of cooperative organizations -- I think 
it was in Winnipeg -~- were asked to indicate one instance 
in which they were operating on a basis of mutuality, and they 
could not quote one. Well,.I think if the same question were 
asked outside of Winnipeg, in many instances they would find 
it just as difficult to answer, 

"As it has already beensubmitted to your board, we 
respectfully oontend that these cooperatives have become 
private enterprises, carrying on their trade for the profit 
of their subscribers and shareholders. 

"VY Methods of Operation 

"These cooperatives, whether they are consumers! or 
producers’ cooperatives, buy goods from their members and 
sell them to the public, or they buy goods in the open 
market and sell them to their members, The profit sought 
by shareholders and subscribers is to secure for themselves 
goods or services at a lower net cost, Whether the dividends 
are called discounts, rebates or bonuses, or in a more general 
way, ‘patronage dividends', they truly represent the profits 
of operations, exactly the same as we find in any other 


privately owned corporation, where they are, in this case, 
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called only dividends, The motto taken by these societies 
is: "Service against profit", but after analysing their legal 
Operations, we submit that in fact the result is really: 
'Profit called Service'." 

I believe it comes down to that. 

Mem In 19357, 'LtEcole Scoiale Populairet, in its monthly 
publication No. 284, published different studies made on 
this subject of cooperatioy, and in which we find very 
enlightening information." 

I have referred to this publication -- I know we are 
able to hang a man sometimes on a sentence, so I hope TI have 
not misinterpreted what he writes. TI will try to see that 
this publication is put on record. 

"——Mr, Jean-Baptiste Cloutier, chief of the Service of Co- 
operation in the provincial sovernment, commenting on pro- 
ducers’ cooverative, wrote: 

"tNaturally, the producers't co-operative 

tries to realize the biggest amount of 

profit from its clientele. Its social 

and economic action is necessarily lim- 

ited to the sole interested Zroup ; 

(Translation) 
"Writing further on the agricultural cooperatives, the same 
author (page 20) writes as follows: 

"tlt does not aim precisely at the general 

lowering of the cost of living. It reserves 

its favours for one class in particular, 

and often, within this class, for a privi- 

leged group of producers,! (Transletion).t" 
Well, why criticize private enterprise? If the aim and 
method of the cooperatives is as has been indicated, it is 
evident that in the cooperative movement there are some 
groups which have completely forgotten that aim and are 
Opsrating the same as privately owned enterprises.e 


"In these quotations, if we may say so, we can fina vue 
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confirmation of what we have previously said, that the actual] 
action of cooperative societies, existing and Operating on 

the same basis as joint stock companies, is far from the spir- 
it which inspired the pioneers of Rochdale," 

I would like to set aside the next hieavavn because 
there is something I have to verify. I will reserve it for the 
moment, if the Commission please == taat is, the first new 
paragraph on page 17, 

"If we read the reports or commentaries made in the 
known publications of these societies, it is quite easy to 
see that these patronage dividends must necessarily be far 
hizsher than the mere difference between the cost and retail 
price, and represent a very substantial return from a very 
Small investment.‘ 

I may be wrong ia this, but this is our impression. One recal- 
is what was said yesterday about the operations of ecérta! 
cooperative movements, consumer cooperatives, when they 

Say you invest a doilar or twenty-five dollars and at the 

end of the year you get a ristourne calculated on the volume 
of your purchases, Now, they say this is not profit; you 

are merely, they say, taking money which belongs to yous 

I say that I am paying this. I am getting five per cent 

on my investment already on the shares, and at the end of the 
ycar I know that when I buy that article if I give fifty 
cents for it eventually I will pay only forty-eight or 
forty-five cents for it. If this is not taxable income or 
profit, why then have they managed to obtain in the criminal 
code section 498a? We have not the right to do that. 

Private enterprise hasn't the right to do that. It ts a 
Criminal offence for us if we do it -- and there is an 


Sxemption in that section 498a in favour of the cooperative, 
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This is a suggestion: I submit to the Commission 
that this situation should be corrected so far as the 
consumers’ cooperatives are concerned. They call it a 
ristourne., They encourage people to do that, and on the 
other hand they place us in a dirferent category; if we do 
the same thing we are committing a criminal offence. It isa 
known fact that private enterprise has operated in this way 
for many years. They used to have coupons which if they 
amounted to $25 or %50 allowed you a discount. Tn section 
498 it says “allocation rabais ou escomptes” (rebate or 
discount). So this is the suggestion I am authorized 
to submit to the Commission, that this situation should be 
corrected; because it is truly an income, If I know when 
I am paying fifty cents that I am going to get two cents or 
five cents on that money, I say this is a profit I make 
on my investment. And they certainly cannot contend that 
with a dollar share or a five dollar share they are able 
to prosecute trade and setae in the thousands of dollars 
as you see in the magasin cooperatif, 

Now, let us take another example; and this is only 
playing on words. 

THE CHAIRMAN: Do you recommend the deletion of section 
498 of the Criminal Code? Mr. Arnason asks me if that is 

he purport of your argument. 

MR. LACROIX: I am asking that:we get even treatment, 

MR. ARNASON: In one brief that was submitted to the 
Commission ~- I believe it was at Calgary, by the Alberta 
Retail Merchants Association-- that recommendation was 
Specifically included, that is, that seetion 498 of the 
Criminal Code be repealed. 


MR. LACROIX: Well, I am not complaining of the 
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existence in the code of section 498. TI am complaining 
of the exception made in favour of the cooperatives, It may 
be a very good thing for trade in general that this section 


exists, but let it exist for everybody. If it is virtue 


f it is done on one side of the fence, I don't want it 


ws 


to be sin if it is done on the other side of the fence, 

This is our sole complaint. 

"In the monthly publication of the cooperative orsanization 
"Ensemblet, of November 1940, page el, we see that the 
cooperative of flax producers of Vaudreull-Soulanges, 

has become, especially since 1952, almost the largest organ- 
ization in this field. They have now, an export trade in 
scotland, Ireland, and Pritain, and in 1939, just at the cut- 
break of the war, when Russia stopped all exportation, 

France and Belgium became a big market for this organization, 
Their operations, which reached $431,500 in 1939 went ove1 
the million mark the following year. 

"In the same monthly publication of April 1941, page 1s, 
concerning the producers of maple Syrup, we. see that this 
cooperative society has a membership of over 2,000, and that 
this society has managed to control four fifths of the 
export trade to the United States, The shares of this 
Society, also organized on the same basis as a joint stock 
company, cost $10 in 1924, and in 1926 the price of the share 
rose to $30." 

MR. BROSSARD: The same shares? 

MR. LACROIX : Yes. You have that -~ the publication 
is la revue "Ensemble" for November 1940. 

"Far be it from us to criticize in any way the result 
and success of these operations, but on the other hand, we 


cannot forget, and this in the interest of the survival of 


a 
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free enterprises, that these results and successes were in 
great part due to the contributions given to these organi- 
zations, which were taken from the taxes imposed upon their 
competitors in the same field, which, at no time, have had 
the opportunity to obtain fron the government the same 
privileges and aid, 

"It is then astonishing to realize that such societies 
organized and existing as legal corporate bodies and entittes 
for trading purposes, and which are allowed to secure the 
benefits of a corporate entity for these trading purposes, 
refuse to submit themselves to the same Obligations as 
private corporations in the field of taxation of the profits 
earned by them." 

They want all the advantages and privileges of joint stock 
companies, but they stop there -= obligations we do not know 
and do not want, 

"As already stated, their operations are made on the open 
market, and the goods they buy from their members are sold 
to the public, Their operations are conducted in the seme 
legal manner as that which exists for the privately owned 
corporation, their members enjoy the same immunity from 
personal liability, as does any shareholder of other in- 
corporate companies. These are the benefits which the law 
allows them to serure, but when the question of taxation 
of their ,rofits arises, they strongly refuse to accept this 
obligation by giving another name to their profits, and by 
contending that their activities are operated on a basis of 
mutuality." 

This is not in my brief, but I would like to refer the 
Commission to a memorandum submitted by the Income Tax 
Payers Association, page oY, paragraph 91, They illustrate 


the operations of cooperatives and joint stock sompanies, 
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and the only difference is that shere is only one vote 

for each member instead of according to the number of shares. 
After the annual meeting the profits, notwithstanding 

the one vote, belong to those coonerators. One vote by 

each member certainly would fot affect the results in the 
practical field so far as profits are concerned, 

"Ye take the liberty to refer your commission to the 
authorities quoted in the brisf submitted on hehalf of the 
Brackman-Kerr Milling Company Limited, in which it is shown 
thet "mutuality exists only when the cooperative trading ~ 


is strictly confined to its members.t Consequently, after 


— 


having scen how these societies operate, in what field they 
operate, and to what extent beyond their membership these 
activities are expanded, it seems quite impossible to admit 
that this is done only on a basis of mutuality, and we must 
conclude that the benefits derived from these operations 


by the members or shareholders of such orgéenizations, 


J, 


are really and truly profits eccording to the usual and legal 
meaning of this expression. 

Why then should such profits be exempt from taxation? 
This contention of cooperatives to be treated as mutual trad- 
ers was sct aside in the minority report of the royal com~ 
mission of 1919, and we do not see that any change in the 
method of operetions has been made since that date to justify 
different conclusions. 

"The sooperatives rely on the application of clauses 

4-G, 4-I, 4-P, and 4-Q of part II of the Income War Tax Act, 
Chapter 97, ReS.C. of 1927. It is our humble contention 
that these sections aim solely to consider the situation of 
mutual marketing organizations, but that it never was the 


intention of the legislator to extend such exemption to 
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organizations who in the terms of the law itself (chapter 
290 section 3) fare of the nature of a joint stock company't,. 
The consequence of such an interpretation would only lead 
to allow the cooperative system to become a tax evading 
system. 
"When the Income War Tax Act was amended in 1930 

by adding clause P to section 4 of the Act, and also adding 
Clause P to extend the exemption to the banking institutions 
operating under the cooperative provincial legislation, we 
still contend that these amendments were aimed to protect the 
primary producers, or similar or ganizations operating on a4 
basis of mutuality. The result of an absence of clarity in 
the law, and of a positive definition of cooperatives to 
be covered by such exemptions, has now resulted in creating 
@ Situation which allows any industry to take cover under 
the appellation of cooperative and thus, not Only avoid puy- 
ing taxes to the government, but enable such industry to 
receive subsidies, grants and favours from this same gsovern- 
nent. 

"In an article published in the Hearst newspaper on 
Mey 14, Fulton Lewis,Jr. gave an cxample which shows the 
consequences of such interpretation given to the Income 
War Tax Act, especially to these clauses P, and Q. of section 
4. This example is in relation to the case of a man Operating 
& srocery store: ‘He is forced to set his money through 
commercial banking channels, and is required to pay high 
income taxes." The Opposite side of the story is inspired 
by the interpretation of the income tax act as claimed by 
the cooperatives, and as applied since 19530, By this 
interpretation the government would say to another mans 


"Start a grocery store next door to this one already in 
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existence. The government will lend you the money that this 
Man has paid in taxes; you will get it as low as one and a 
half per cent, and you won't have to pay any income tax 

at all.’ 

"Why not then, decide to become affiliated with a co- 
operative to obtain these advantages and benefits? This is 
certainly a paternalism of business by the government, which, 
we humbly submit, the legislator never intended to create 
by inserting clauses P. and Q. in section 4 of the Income 
War Tax Act. 

"As we have already tried to emphasize, your. sub- 
missioners do not mainly object to the creation and support 
of cooperative societies, and they do not object to the fact 
that the authorities give aid and privileges to these socie- 
ties in order to help a small producer, and the labour 
classes to reach the open market and receive there an adequate 
protection for their sales of purchases, against the control 
of objectionable monopoly. In other words, your submissioners 
do not object to the fact that the government places othe 
competitors besides free enterprises and privately owned 
corporations. This would remain, to a certain extent, in the 
field of competition, but once both competitors (government 
Subsidied, and independent enterprises) are on the open 
market, your submissioners strongly object to the fact that 
the federal authorities, by such an interpretation of the 
laws governing the income and profits, now step in to actually 
guarantee profits, to these competitors. We cannot see any 
other result or effect to the action of the governmat. It 
is not because profits are not called by that name that they 
do not remain profits, and if such is the case, why exempt 


them from taxation in the case of cooperative societies, and 
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impose them so heavily upon the independent traders? 

"The consequence of such an action is necegsarily, to 
allow a very unfair competition, and at the same time, 
discouraze the independent organizations from carrying 
on in their respective fields of Dusiness, when they realize 
that the results of their work end operations will have to 
be turned over in great part to the government, and then 
converted into subsidies which will te handed over to the 
next door cooperative competitor, 

"To illustrate more Clearly these propositions, and 
the consequenees of tax exemption, we respectfully wish 
to submit to your board certain examples which are taken 
from official reports, 

"First, on this question of inviting the privately 
Owned corporation to seek tax evasion through the medium 
of Nopudeahive operations, we know of a case which was 
Submitted to your commission in the course of this inquiry. 
We refer to the case of a dairy company formerly privately 
Owned, but which has now become part of a big cooperative, 
According to the Financial Post of January 27, 1945, on page 
8, it is shown that changes were made, that this large 
private company, at one time a ‘considerable contributor in 
income taxes, was absorbed without any substantial change 
in operating personnel, and that financing the deal was 
eased to « considerable extent for the new Owners, through 
tex exemption granted cooperatives! As a result, this 
company, who had paid $90,000 in income and excess profits tax 
in 1942, and $200,000 in 1943, now ceased paying dominion 
taxes, although it is contended that no substantial changes 
were made in the services rendered to the public or in their 


methods of operation. 
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"On the second proposition which we have submitted in 
relation to the discrimination resulting from tax exemption 
in favour of syndicates or associations who, according to 
their own law, are of the same nature as a joint stock company, 
we have the case of the Quebec United Fishermen in this 
province, This syndicate operates in Gaspe county, and in 
the city of Montreal, According to an official revort, this 
cooperative syndicate was formed in April 1939 without share 
capital, According to the inventory of February e9th, 1944, 
it has a paid in Capital of $330, Nevertheless, profitable 
operations have resulted in a Surplus of $131,437. This 
Syndicate was formed with the view of collecting, whole- 
saling and exporting the fish catches of fourteen fisherments 
cooperatives of the Gaspe peninsula. It received an initial 
grant of $30,000 from thd department of Maritime Fisheries of 
the province of Quebec, and in 1942 borrowed $48,000 fi ox. 
another cooperative organization, La Caisse Populaire. This 


loan of $48,000 was guaranteed by the government, We presume 


that this guarantee was given to this fisherments 


cooperative under an authority similar to the one which 


exists in chapter III of the statute of 1941 for Quebeo, 


“concerning the agricultural societies, This sum of $48,000 


was used to open a branch in Montreal which has charge of 
all sales, and this syndicate is now self sustaining, 
epart from loans in the usual financial channels, 

"At the beginning of the season, they make advance 
payments to the fishermen of one part of the price of fish 
per pound, which is paid on the open market. At the end of 
the operations, the balance of the market price is paid with a 
differenoe of sometimes maybe $0.04 over and above What is 
paid by the independent trede. In their financial reports, 


this last part of the payment is called a patronage dividend, 
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thus making it exempt from taxation, while it is truly a 
balence payment made on the price of the fish. 

"In their financial statement of June 7, 1944, signed 
by Mr. Dionne, manager, it ig shown that the net sales for 
the period ending February 29, 1944, amounted to $1,112,000, 
and that the net profit was $72,000. In saying net profit, 
we use the exact words fround in that report, It is in that 
same report that we find the information above given, that 
is ‘paid in capital, $330.00, surplus, $131,447.92.! 

In the financial statement of the sam organization, it is 

Shown that this surplus, or tangible net worth, was of 

p27 ,068, in 1942, $65,017 in 1943, and $131,747 in 1944, 
"This syndicate, with a branch operating for sales 

in the city of Montreal, does not, we respectfully submit, 

operate on the basis of a mutuality. It is one of the big 

competitors of the privately owned enterprises in the same 

field of business, In assuming that this same organization 

would operate under the Oompanies Act, these profits and 

surpluses would have been subject to taxatione 

"We have prepared an estimate of the taxes to which such 
Surplus and reserves and profits would have been subjected 
without the protection extended to these cooperative 
Syndicates by the actual application of the law. We annex 
this estimate as schedule !A' 

"These profits, which are called so by their own 
manager in their financial report, are nevertheless far 
beyond the reach of the government because this competitor 
merely is operating as a cooperative. The discrimination 
of its other competitors clearly comes out now in the fact 
that this organization, with a tangible net worth or surplus 
of over $130,000, is able to buy a property in Montreal at 


the cost of $48,000, and furthermore erect in Gaspe a property 
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known as the chief office and warehouse Which, with the 
late alterations made to it, has a value of $65,000. 
Seventy-five per cent of the cost of the material of this 
property in Gaspe is paid or guaranteed by the government, 
and the mortgage on the Montreal property is held by La Caisse 
Populaire, and also guaranteed by the government through 
the Maritime Fisheries department, 

"To illustrate the fact, that this Society has activities 
not limited to its members, and thus is operating solely on 
a basis of mutuality, we annex as schedule tc tie, atest 
fishes which they offer to the public and which in many cases 
do not certainly come from their producer members. 

"The next door competitors of this organization, 
who have not the same advantages, and compete with it in 
operating as a privately owned corporation, cannot even dream 
of making such reserves which would allow it to look forward 
to an easier way to the post-war competition and conditions, 

"These competitors who have to sacrifice the greatest 
bart of their profits to the government for the common cause, 
actually know, nevertheless, that the buildings in Montreal. 
and the buildings erected in Gaspe, and also the surplus 
in the coffers of this oboperdtive Syndicate are the result 
of their own efforts, results which they could not keep, 
but which were given over to the government, and subsequently 
Siven back to their own competitors in the form of tax 
exemption, subsidies, or guarantees, 

"This is why we have drawn the attention of your 
commission to the fact that your submissioners, in asking 
for their competitors, an equal treatment as that imposed upon 
them by the inoome tax law and the excess profits tax law, 


merely request the government to place their competitors 
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in the coopez:ative field in such a position that once they call 
to the open market, their activities and their operations will 
be fair competition and nothing else. 

"Your submissioners do not ask for favours, they merely 
ask for a fair treatment, and they want the government to 
realize that they have the risk of their own investments, 
they give employment besides their share of contribution to 
the national income, These inveStments which they make are 
at their own risks, and are not covered or guaranteed by any 
government law. The result of the actual policy will un- 
gQuestionably be to prevent these private enterprises from 
remaining tax-worthy, while their neighbours, the tax-free 
cooperatives, wiil carry on accumulating money to buy more 
warehouses and buildings and machinery which will enable them 
to eliminate the privately owned corporation as competitors. 

VI.Conclusion 

"AS a conclusion of this probably too lengthy memo- 
randum, we wish to sum up as follows: 

"!(a) Your submissioners have never 
criticized the application of the true 
cooperative mathod of doing business; 

(b) They believe that this cooperative 
method is truly put into force only in 
the operation of mutual marketing organ-~ 
izations; 

(c) They believe in the existence of a 
mixed system of economy, that is free 
enterprise on one side, and government 
aided cooperatives fostering the system 
of mutuality on the other side, but 
Operating within the limits of equal 
and fair competition; 

(d) They refuse to edmit*as a sound 
principle the existence of organizations 
designated as cooperatives, which derive 
their source of income in great part from 
taxes and contributions paid by the tax 
paying corporation on one hand, and who 
On the other hand, have the assuranoe of 


guaranteed profits, by not contributing any 
Share of their benefits to the national 


income 5 

(e) Your submissioners, as already stated 

Z z ’ Bb] 

do not objent to the existence of government 
aided competitors, if this aid is given only 
to the extent that it will allow the cooper- 
ative societies to reach the open market 
in the same position as the privately owned 
corporations; 

(f) Your submissioners however object to 
the protection given by laws actually existe 
ing, which protection consists of allowing 
the cooperatives to sell to the public, make 
large profits and reserves, which the gover- 
nnent cannot touch whilst on the same open 
market, the greatest part of the income of 
the privately owned corporations must be 
turned over to the nationel income.! 

"For all these reasons, your submissioners respect-— 
fully submit that recommendations should be made to the 
effect that the gross injustice and gross inequalities 
existing in the fact that the benefits of one part of the 
craders is exempted from government control, should be 
corrected in order to cause these inequalities and 
injustices to be erased and at the same time promote 
fair competition, and allow the privately owned corpor- 
ations to remain in the field of competition, in the 
thought that private enterprise should be encouraged in 
the interest of Canadian economy itself, and to prevent the 
existence of a danger which might easily exist in the fact 
that the government, in its willingness to aid mutuality, 
might have encouraged the creation and development of a 
monopoly who, by evading tax liabilities might very easily 
become the killer of the necessary private and free enter- 
prise, in the economy of this nation." 

In the brief submitted at Montreal the United Fishermen 
say: Well, it is out of necessity; we want to keep our 


clientele. We say if it is true for five per cent it is true 


for twenty-five per cent. I humbly submit that if they find 
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justification for setting aside the principles of mutuality 
for one part of their business chey are not dealing within 
the limits of what is really mutuality. 

I will have witnesses, just for a few questions «= T do 
not want to give any long evidence; just to produce these 


documents regularly. You have in Schedule "B" here the 


official list prices Ziven by Les Pacheurs Unis; this is rr 


their publication, They have there tortue sechee and truite 
du Pacifique -- do they find them on the Gaspe coast? This 
is trading outside of their members. But, they say, we 

have to do that to keep out clientele I am referring there 

to what they say in their own brief. » Is this not an ordinary 
trading operation done by their competitors? You will find 
in their financial statement that they managed to derive 4 
profit of $131,000 == because they say it is out of the 
necessity to keep their clientele; and so since they are a 
cooperative they keep the money they get out of buying 

and selling tortue sechee and truite du Pacifique; what we 
get as a private enterprise goes for the war effort. And 
when I say the war effort I am Speaking of the services 
rendered in the interests of the scneral community. 

These taxes did not exist when these cooperatives 
started to operate, and that is why we could compete with 
them at the time; that is why we did not complain, But when 
the war broke out and these high taxes were imposed, we 
were asked to contribute and sive service to the nation, 

Now, if my neighbour ig doing exactly the same thing, why 
Shouldn't I ask him to contribute as well if he makes such 
excuses es this: I have gone outside the principles of 

mutuality, but it is necessary -- ctest par necessite pour 


maintenir ltesprit cooperatif. 
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When these laws were enacted the situation was not the 
same at all as it is to-daye In 1930 there was no necessity 
for these high taxes. These provisions that were put in the 
law, creating certain exemptions in favour of cooperatives, 
may have been justified to a certain extent -—- I am not 
admitting that; I am just suggesting it might be so, 
because the situation at that time was one of fair com- 
petition; as the Chairman of the Commission asked Father 
Levesque, they did not want us to die; they did not want 
us to be away; nevertheless you will find in the report that 
in some countries they do ask it; they are very plain about 
it and very blunt too, But I am not saying it is their 
intention here, any more than it is ours to have them 
disappear. 

So in 1930 when these sections were enacted in the 
Income War Tax Act the legislature may have thought, and 
rightly at that, that it would not affect too much private 
enterprise, that we could compete, Then came 1939 and 1940- 
~ and it might be just a coincidence, but the profits 
accumulated by these companies of which I show the finan- 
cial statement start in 1940. When I start paying high 
taxes they start making profits. Therefore we say that what 
existed in 1930 is not fair to-day. What existed when these 
sections were put in the law does not meet the true practi- 
cal situation as it exists to-day. It was not the adm 
of the legislature at that time to allow what is being 
done to-day. This is our humble submission. We say we never 
dreamed that by enacting these sections in the Income 
War Tax Act they would allow one group of traders to make 
profits while they would cause the other to lose them. 

We are asking, and it is a suggestion which is made in our 
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brief, for a rectification of thes iaws, merely to put us 
ina fair competitive position, that is all. 

Nous voulons en somme voir ltequilibre retabli. 
Nous disons que les lois de guerre ont rompu ltequilibre 
qui a vait ete etabli jusqu'a un certain degre en 1930. 
Meme si les faveurs consenties aux cooperatives ntempechent 
pas la competition nous demandons que la competition soit 
retablie et c'est pour cela que cette Commission existe. 

Now we go further. Not only do we contend that many 
cooperatives to-day have forgotten the true spirit of mutual- 
ity, but, aside from the change in the situation due to the 
war, this system is being used by people to evade their 
obligations. I say this was never dreamed by the legis- 
lature. I know I am talking about things which the members 
of the Commission know much better than I do, but I think 
I can truly state that in some instances the cooperative 
System hes been an invitation to tax evasion, This will 
always be so if discrimination continues to exist between 
private enterprise and cocperatives on account of the 
income tax and on account of the fact that they are allowed 
to keep the trop-percu, the boni,or whatever they call it, 
We have quoted in our brief one case where by merely 
affiliating to a cooperative a company which paid $90,000 
in income and excess profits taxes in 1942 and $200 ,000 
in 1943, this year is not paying anythinge Now, it is so 
Casy. 

MR.PARKER: What company does my learned friend refer 
to? 

MRe LACROIX: I did not want to mention it in the brief. 
I have given the reference. 


MR. PARKER: Is there any evidence anywhere else as 


is 
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to what happened? It is a very nice argument you are making, 


and I congratulate you on it, but we would like the facts 
aS we go along if we can get them, Where are the facts on 
which you base the statement you have just made? 

MRe LACROIX: I have quoted them from the Financial 
Post of January 27th. TI have given the quotation purposely 
because TIT did not know whether I had the authority to give 
the names,in my brief. 

MR. PARKER: The authority is the Financial Post. 

MR. LACROIX: This is taken from evidence given -- 

MR. PARKER: The authority you are quoting is the Fin-+ 


ancial Post, 


MR. LACROIX: The statement I am quoting is the Financia) 


Post. 

THE CHAIRMAN: What page is that? 

MR. LACROIX: Page 23 of my brief -- Financial Post of 
January 27, 1945, I believe they were giving reports before 
the Commission when it sat in Vancouver. 

THE CHAIRMAN: This reference from the Financial Post 
is to something heard by this Commission in the west? 

MR. LACROIX: I believe so, yes, 

THE CHAIRMAN: Oh, that is what it is -~ Fraser Valley. 

MR. LACROIX: Fraser Valley -- I didntt want to mention 
it. Now, I was just going on to say that yesterday I asked 
Gither Mr. Cote or Senator Viallancourt as to how easy it 
is to evade obligations now imposed by the laws by becoming 
a member. You have the example of La Caisse Populaire, 

& man they have never known will go to the Caisse Populaire 
and pay five dollars, and then a new set of laws comes 
up on the surface for him, or new dispositions. I do not 


know how the affiliations could be mede in the instame 
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which I quote on page 2w, but this I do know, and my learned? 
confreres will bear me out in it I am sure -- that we are 
to-day consulted by private enterprise in many instances 

to find out how they can become affiliated to cooperatives, 
or if they can organize their business on the cooperative 
system. What is the purpose? It is certainly not to pay 
more taxes, because they do not want to pay any more. You 
are asking for facts -- 

MR. PARKER: I would ask my learned friend if they are 
actually doing it. What advice he is giving to his clients 
doesn't count. 

THE CHAIRMAN; Mr. LaCroix is not under oath at the 
moment; he is not testifying, Mr.Parker. 

MR. PARKER: I realize that. 

MR. LACROIX: I always tell the truth, though. I do 
not, like certain witnesses, say, je ntetais pas sous serment. 
Even so I will ask you to keep within the bounds of my 
professional secret. 

As @ conclusion to this we submit that the reserves 
accumvlated as a result of these trading operations are no 
different from reserves accumulated in the course of ordinary 
Operations of joint stock companies, and we contend that 
these reserves should be taxed. On the other hand, as I 
have stated, if we are not found to be correct in stating 
that in the consumers' activities the amount by which they 
pay less at the end of the year is really profit and should 
be taxed, we at least ask that the same situation be created 
for private enterprise by the corrections which we suggest 
Should be made in the Criminal Code, 

I have given in my brief certain information concerning 


des Pecheurs Unis, and there were two or three points 
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put before the Commission yesterday which I would like to 
correct by witnesses; so if the Commission will allow me ; 
I will do that. I understand I am not called upon to give 
evidence myself. 

THE CiiAIRMAN: Whatever witnesses you want to put in, 
Mr.e LaCroix, you are free to do so. Do you want to do that 
now, or after lunch? 

MR. LACROIX: I have four witnesses -- very short. 

MR. PARKER: May I make one suggestion to my learned 
friend? It is not to embarrass him at all. The brief he 
has presented is signed by four different associations. 
Perhaps he would be good enough to put a statement on the 
record as to how many of their members have been consulted 
about this brief, and how it was prepared. 

MR. LACROIX: I am sorry; I should have done that 
at the outset. 

TH« CHAIRMAN: Perhaps you might state that now. 

MR. LACROIX: The Quebec Board of Trade started 
preparing the substance of this work about six or seven 
months ago. A survey of the cooperative system was made 
in the province of Quebec and recommendations made by the 
Quebec Board of Trade -~ this was from June, 1944. This was 
distributed to all the members and these conclusions were 
discussed in public general meetings of the Quebec Board of 
Trade and finally it was after this work, done in conjunction 
with LtAssociation Patronale, that they entrusted us with 
the preparation of the brief. I can therefore truly state 
that if it was not the actual text that was approved, it was 
the substance; it is exactly the recommendations which were 
Submitted to me to be submitted to the board, 


As for the New Brunswick Fish Exoorters't Association, 
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I have been told by the Secretary that contact was made with 
every member of it, asking for suggestions, and there was no 
objection indicated by those members. The only one I haventt 
had real contact with is ts the Quebec Junior Board of Trade, 
but I was informed they asked the secretary of the senior 
Board of Trade to put their name on that brief to be 


submittted. 


At 12.50 pems the Commission adjourned until 2 pem,. 
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Afternoon Session 
See See iL 
The Commission resumed at 2 p.m. 
Paul-Alexander Morel 
. a 
living in the oity of Quebec, 


47 St. James Street, being duly 
sworn on the Holy Evangelists, 


deposes: 

By MR. LACROIX: 

Q» What is your occupation? A. I am president of a 
concern known as Laurentide Dairy Products, Les Produits Lait- 
isrs Laurentide. 

y- Yesterday, in the course of the hearing, some witnesses 
told the commission since they organized a cooperative — and 
1 refer particularly to the evidence given by Mr. Beauchesne 
of Plessisville - there was general improvement in farmers’ 
Prices. You do business with farmers? A. Yes. 

Q.- Will you tell the causes which, to your knowledge, could 
have brought a general improvencit in prices since five years? 
A. We Operate a very large condensed milk concern in the prov—- 
ince; we receive 200,000 pounds of milk every day; we do 
business with Portneuf and Champlain farmers. I was once tole 
by cooperators that they were taking advantage of the fact 
that prices had gone up to tell their patrons they received 
higher prices since 1939 thanks to the cooperative. I do not 
think any private or cooperative concern can take advantage of 
the fact that prices had increased in regard to cheese, milk 
and butter. Furthermore, subsidies of 30 cents per 100 pounds 
of milk are given by the government to farmers. We do pay 
them and we make application to the government with the 
Supporting records. 

In 1940 farmers received on an average $1.39; in 1941, 
#1-68; in 1942, $2.07; in 1943, $2.17 and in 1944, $2.29. at 
the present time we are paying up to $2.40 but I take the 


year's average which is $2.29. That is not really due to the 
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Organization or to the success of Our business. I would not 
give Our organization credit for that, we did not fix such an 
increase, it was brought about by war conditions. 

Q. In the province, the price of such Fea adies is fixed by 
order of the Dairy Products Board? A. Yes, 45. S.P. 14 of the 
province of Quebec Dairy Products Board fixes an average price 
of $1.95 for milk with a butter fat content Of) 345+ 

Q- I am asking you these questions because I noticed 
that Mr. Beauchesne had said in his evidence that since thev 
had organized a cooperative, prices of the different products 
had gone up for different reasons. Would you consider such a 
fact as the main factor? A. It is the only factor. 

By THE CHAIRMAN: 

Q- Do some of your customers leave you to patronize 
cooperatives? A. No. 

By MR. LACROIX: 

Q- In the course of your transactions, did it happen that 
cooperatives went to you? A. I may add that presently, some 
cooperatives ship their milk to us. We started in 1940 by 
receiving 25,000 pounds of milk, now we are receiving 200,000 
pounds, in other words eight times more than we received at 
the start; it is evident that some concerns lost patrons to us. 

By THE CHATRMAN: 

Q. You do not feel the competition of the cooperatives? 
Ae No. 

By MR. LACROIX: 

Q. Once your work has been turned into profits, can you 
‘Keep such profits? A. That is where the trouble lies. If you 
had the advantage of being exempted from income tax, an advan- 
tage enjoyed by the cooperatives, it would be ten times easier 
for us to get organized and our own organization would lena 


itself to an enviable expansion. 
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By MR. BROSSARD: 

Q. How do your prices compare with those received by mem- 
bers of cooperatives; the prices you pay to farmers who are not 
members of cooperatives, in comparison with prices paid by 
the cooperatives to their members? A. On the average, I think 
that we pay presently from 30 to 40 cents more per hundred 
pounds than the neighbouring cooperatives. 

Q.- Do you mean to say that your suppliers receive from 30 
to 40 cents more per hundred pounds than the members of cooper- 
atives you know are receiving patronage dividends included? 

A. Yes; it is for that reason I said before that there are 
cooperatives in the neighbourhood of Trois-Rivieres, during 

a certain period of the year, during the winter, the dull 
season, which see fit to ship their milk to us rather than 
manufacture butter and cheese, because they find it more 
profitable. During the summer, it would be impossible for us 
to accept their milk because the quantity would be too large. 

Q- How long have you been dealing with cooperatives? 

A. Three years. 

Q. Did you formerly deal individually with the persons who 
to-day are members of cooperatives? A. No, we were dealing 
with cooperatives. 

By THE CHATRMAN: 

Q. You have good relations with them? A. I could not say 
that they are good because, indirectly, we harm them. On the 
Other hand, we have a certain number of patrons and a certain 
Quantity of milk. Now, we are not eager to send for milk 
during the summer months when there is plenty here. 

By MR. BROSSARD: 

Q@- Did your company lose sourees of supply by reason of 
the establishment of certain cooperatives? A. In the neigh- 


bourhood, the cooperatives are few. 
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Q- You did not suffer from the competition of the cooper- 


atives, I mean on the market? A. No, because we do not produce 
the commodity we are manufacturing. 

Q- You did not have to suffer from the fact or did you not 
complain of the fact that the cooperatives were not sub jected 
to income tax or to excess profit tax? A. I may say that if a 
cooperative were organized and competed with us by establish- 
ing an enterprise similar to Ours, which more or less, would 
equal ours and if such enterprise were exempted from inconie 
tax, our own undertaking would immediately fall away to nothing. 
Q- Why? aA. Because the profits we realize over and 

above the maximum set by Ottawa, we are forced to give them to 
Ottawa, in the ratio of 100 per cent, while the cooperative 
could retain such profits. 

Q- That's your case now; you have to pay Ottawa 40 per 
cent of your income and of your excess profits? A. Yes. 

Q- Yet your business has increased. You have suffered ub 
tO now, except in respect of your personal income as a share- 
holder? A. No. 

By THE CHAIRWVAN: 

Q- But you are afraid of it? A. Yes, should a cooperative 
Open up in the neighbourhood. 

By MR. BROSSARD: 

Q- Do you think the volume of business would fall if there 
Were a cooperative? aA. Yes. 

Q- And do you think it would be a danger to you on account 
of the tax exemption? A. Yes. 

Q- Don't you rather think that it would be on account of 
its being a cooperative and because it would take from you a 
certain number of your present purveyors? A. That would be 

One reason, but the chief one would be the advantage they 


Ould enjoy of having no income tax to pay. 
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Q- And if it refunded to its members the total amount of 
profits realized on its Operations, would you still Say the 
same thing? A. Yes, because not getting it, your position 
would not be different, | 

Q- If a cooperative was established and gave the whole of 
its profits to its members, how would you be worse off? A. 
Because it would be G@ifficult for me to do’ the same. 

Q- Because the members would get more for their milk than 
they are getting now? A. It is quite possible that they could 
pay better price than we can. 

By THE CHAIRMAN: 

Q.- Have you ever thoucht of turning your enterprise into 
@ cooperative? As We thought of it. 

Q- Why did you not do it? A. ‘We only thought of it lately. 
Q- But you have it in mind? A. We have considered it. 

By MR. BROSSARD: 

Q- You have considered the possibility of turning your 
enterprise into a cooperative? A. Yes. 
By MR. LACROIX: 

Q. If I understand your reply correctly, you mean if a 
OOperative was organized to carry on the same business as yours 
mn the same district, because of the advantages it would enjoy 
der the present laws, you could compete on equal terms? A. No. 
Q- And if a cooperative were to put its income into 


Crued reserves, could you compete? A. No. 


(The Witness Retires) 
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Alfred Gravel 


residing in the city of 

Quebec, 86 Bougainville Street, 
being duly sworn on the Holy 
Evangelists, de 


By MR. LACROIX: 


Q- What is your occupation? A. Vanager of the Avard store. 
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Q- What is the business carried on by that company? 


A. Grain and balanced feed. 

Q. I heard yesterday - and you probably did yourself - \yr. 
Beauchesne mention in his evidence that before a cooperative 
was organized the prices of feed and various other products 
compared very unfavourably with present prices and moreover, 
from the point of view of weight. From your personal knowledge 
has the enterprise interfered in respect of weight? A. Yes. 

Q- What happened? A. They had been complaining about 

the packing of goods for a long time. Formerly 90 per cent of 
the trade was by truck. You cannot imagine what a wholesaler 
is up against when grain is packed in bags of different weight. 
We tried to make improvements; we asked the authorities for 
help. We asked Ottawa to find out if it would not be possible 
to pass a federal act vroviding for uniform weight in the feed 
trade. We asked the bene eereeee Federee to help us, we had a 
resolution approved by the annual meeting of the U.C.C. who 
were very helpful. Unfortunately, I can't say the same about 
the Cooperative Federee; thev said they were not interested in 
the matter. We had no luck that year. In 1940 we again 
appealed to the federal government. In 1941, we were advised 
by the grain office, thanks to the help of the Canadian Food 
Manufacturers of Montreal who are affiliated with the Cntario 
Food Manufacturers, that we had succeeded in obtaining a 
uniform weight for grain. 

Q- You took up the question as private business men? A. TI 
must say that if the present law is in force, it is due to our 
efforts, it is thanks to us. 

Q- If there were in a parish, according to Mr. Beauchesne's 
€vidence, a few things that were wrong, you put them right in 
the whole province? A. It was done before the law was passed. 


By MR. BROSSARD: 
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Q- I have here copies of some correspondence. Would 
the commission like me to produce them? 

The CHalRMaN: Yes, you can file them as exhibits. 

Mr. LaCROIX: I shall have copies made. 

By MR. LACROIX: 

Q.- I understand it is through your efforts that you obtain- 
ee wrder A-306? <A. Yes. 

Mr. LACROIX: With the commission's approval, I shall have 
these regulations copied and added to the record. I shall 
file them as exhibits to Mr. Gravel's evidence. 

By MR. LACROIX: 

Q- Now, as to prices, can you explain? Mr. Beauchesne 
explained vesterday - I was particularly impressed by his 
evidence - "that for various reasons prices had risen"; he 
used those words. Will you tell us, from your personal know- 


ledge, what are those reasons which, apart from the existence 


Of a cooperative, had caused a rise in price? A. Before the 
law was passed, the merchandise was sold according to the 
bag's contents. I brought with me lists of prices paid in 
1939 showing the price at which oats was sold. When the act 
On uniform weight was passed, the price increased somewhat. 
4nc besides there is the-market, the demand. 

W- Is there a substantial change since the beginning of 
the war? aA. Not exactly. Now there is government control, eé 
price ceiling; before trading was free, there were ups and 
downs every day. 

Q- According to you, to your experience, did the existence 
of a cooperative in the Plessisville district cause prices to 
increase or is there some other cause? A. I do not think the 
establishment of a cooperative has brought about the increase 
in prices. The local merchants in Plessisville probably did 


not sell at higher prices than in other localities. 
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Q. Did cooperatives force you to increase your prices on 


the general market or were there other Causes? A. Prices were 


not increased; the merket prices prevail; the prices of the 
es0perative do not come into the picture. Naturally, businoce 
suffers through the fact that the cooperatives with which we 
woule like to do business are unable to do it because of their 
affiliation with the Central Cooperative. The same thing 
exists with the merchants, those with whom we were formerly 
doing business. Where there is a cooperative in their district, 
business has fallen off. 

By MR. BROSSaRD: 


Q- You deal with local merchants? a. Yes. 


Q- Has your turnover considerably decreased since 1939? 


A. It has #¥ncreased. 

@- A normal increase? A. Yes. 

Q. Becatise of the increased demand? A. Yes. 

Q» You still do business with the merchants? A. Yes, 80 
tO 85 per cent. 

Q- Not with private individuals? A. No, no retail 
business. 

Q- Can you state positively before the commission that 
your own business, that of the Avard firm, has been affected by 
the establishment of cooperatives in some parishes of the 
province? a. Yes. 

Q. In many localities? a. Yes, in many localities.: I can 
ell you why. For a long time we have. been asking our local’ 
Suntry merchants to organize, to look after their customers, 
to wake up. Those who woke up carry on as before. Naturally, 
40 per cent of the country merchants 2re more or less efficient 
in business, particularly those who gave up farming to become 
rehants; they lack experience. Generally, in the district we 
cover, about one-third of the good merchants have been able 


carry on through their efforts. 
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d- In your case, your turnover with those merchants has 
increased? «A. Yes, the demand has considerably increased since 
the war. If the demand had been normal we would sell less. 

%- You sell more than formerly? «a. Yes, the demand has 
increased; milk production has gone up substantially, bacon 

has increased; the consumption is large. 

Q- But you buy more to-day than you used to? A. Yes. 

q- It cannot be said in your case that cooperatives have 


caused your ruin? «a. No, but the future must be considered. 
Q. You are fearful about the future? A. Yes. 

Q- Is that competition met by some of your customers from 
cooperatives the result of those cooperatives not paying 

taxes or is it the consequence of those cooperatives grouping 
the producers of a particular district? A. The answer to that 
question may be divided in two or three parts: in some 
districts it may be a lack of organization on the part of the 
merchant, in other areas it may be the result of a sort of 
canvassing, and in other cases the reason is thet the merchant 
is not interested in grain because he makes no more profit out 
of it and he gives up his business. 

By THE CHaIRVal : 

Q. Do you fear the competition that you meet? <A. Yes, 
more than ever; we fear above all the kind of operations that 
are actually going on between the small country cooperatives 
and the body. 

Q- For what reason? a. Because I would dare say that 
local affiliated cooperatives can no longer buy where they 
Want. It is said there are now between 400 and 500 of them. 
If they have their way for ten years, that will mean so many 
cooperatives to which we shall not sell. It is my duty to 
look into the future. If such things are not checked, our 


business will vanish, espectally after the war. 
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Q. What remedy do you suggest? A. I would say free 
tracing. | 

By MR. LaCROIX: 

Q. If those cooperatives were liable to the same obligat- 
ions as you are from the angle of taxation, would they have 
cause for apprehension? aA. I am more fearful of affiliation 
to the central body. 

Q. If the central cooperative was liable to the same 
obligations as you are, would you be in a better position to 
compete with it? A. Yes, I would be in a better position to 
do business. 

on I mean as to taxation. When you compete with the 
centre2l cooperative which groups those local cooperatives, you 
compete with some one who pays no taxes. If they were paying 
taxes, would you be in a better position to compete?’ A. Yes. 
Q. At the present time, there is a demand resulting from 
Special conditions? A. Yes. 

Q. But under norral conditions, assuming that extra derand 
did not exist, would your business have gicrencae, A. Yes. 

Q. It does not suffer at the present time on account of 
War conditions? a. No. 

Q. But it will if conditions return to normal? A. Yes. 
By MR. BROSSsRD: 

Q. How do your prices compare with the cooperative's? 

a. They are about the same. 

Q. How do your customers’, the retailers’ prices compare 
with those charged by the local cooperatives to their members? 
- It is somewhat difficult to say; but when I said a moment 
o that a fairly large number of merchants were successful 
in their business, it means that they sell at lower prices 

an the cooperative. 


4. It is on account of their own husiness methods that 


tae 


. hie 
Cy Re a ee 
hy HAL 4 


ae 
ane." 
. 


1 lia 


wi OMe Soe 


-3629- (Translation) 


they succeed in carrying on? a. Yés. 
Q. And to offset the influence of the association spirit 
among cooperators? A. Yes, in spite of that. 


(Conclusion’ of his evidence) 


Bugene Bois 


living in the city of Quebec, 
Square Parent, being duly sworn 
on the Holy Evangelists, deposes: 


By MR. LACROIX: 

Q. What is your occupation? A. Commission grain dealere 
Q. Where? A. In Quebec city. 

Q. During th’e hearing before the commission reference was 
mode to the absence of the speculative element in transactions 
handled by cooperatives. To your knowledge, were you aware of 
Gertain facts, among your cooperative corpetitors, which could 
6nlighten us on the matter? A. On different occasions, yes. 
@. Would you tell us what happened? A. Naturally, 
cooperatives established since the beginning of the war found 
it impossible to speculate; but if we go back before the war 
when we had a speculative mirket, it is not the same. If a 
firm needs 10,000 bushels and buys 20,000 bushels it is 
speculation. as far as the Cooperative Federee was concerned, 
it was buying 25 or 50,000 bushels in the fall; it was buying 
imported corn from South Africa or Argentina in 100,000 bushel 
hots. 

Q. Did it buy any to your knowledge? A. It was buying 
from our firms. ; 

Q. Were these products offered? - Ae Yes, they were 
beine offered everywhere; that is where it was becoming a 
Speculation since the grain was being sold three or four 
months after being put in warchouses. That proves it was 
Speculation. 


Q. It has existed for a long time? a. Yes. 
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a 


By MR. BROSSARD: 


Q. Do you maintain that the Cooperative Federee sold to 


others than its members, even to dealers? <A. The cooperative 
had an agent in Mr. Belanger's warehouse and he was selling on 
the Quebec market. 

Q- Do you maintain that you lost customers? A. It is a 
guestion of market prices. 

Q.- You have no regular customers? A. Of course, that was 
before the war. You had for instance two wool importing firms, 
the Toronto Hlevator and the firm of Richardson. The cooper- 
ative was buying from either, and it had to sell the grain 

it was buying from our firm to get rid of it, and sometimes at 
mioss. it was a sale for us but it was pesontue a kind of 
competition particularly with the Quebec wholesalers in the 
country. 

Q@. Did: you lose any customers? A. We lose some one day 
and we get- them back the next day. f 
Q. You fear the Féederee's competition particularly for 

the future? A. I fear it this way; if they are given too many 
privileges. Let us take for instance cooperatives established 
Since the beginning of the war. If they are given the right 
to accumulate surplus earnings, they will have purchasing 

power after the war. You know that the grain market is a 
Speculative market. Even with regard to those who buy grain in 
Carload lots, it becomes speculation. The wholesaler must 
cessarily have his grain on hand, nevertheless he is bound 
make a profit on his purchases or even suffer a loss. He 
lay buy a carload of oats in the morning for 54 cents, and in 

€ evening it is worth 51 cents. 

Q. What are you complaining about, is it that the Federece 
S been in a position to buy large quantities? A. Yes, beyond 


ts selling power. 
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Q. And that it.sold under the best possible terms and 


that it injured you by selling its surplus? A. Yes, when it 
has been in its possession too long it has to get rid of it. 
Q. How do you link that up with the privilege of tax 
exemption enjoyed by the Cooperative Federee? A. If it is 
possible for the cooperative to accumulate profits this 
enables it to make larger speculations. It is the same with 
me, I am an agent; if I have a good capital I have more 
chances on the market. You have agents who represent a 
company; if they have money they speculate and if they have 
no money they do not. 

Q. Did it ever happen to the concern you represent to buy, 
thanks to its reserve funds, more goods than it eded immed- 
jately? A. It is obvious th’ t was speculation; that is 
another matter. 

Q. The same with the Cooperative Federee? A. Yes, it 
amounts i Saying that the Cooperative Federee is a business 
identical with ours, as far as purchasing power is concerned. 
By MR. NADEAU: 

Do you mean to say that the cooperative has previously 
sold grain to merchants? A. Yes. 

Q. Did it come to your personal knowledge? A. Yes, I 
bought some myself and because they have an agent who repres- 
ents them in Quebec city. Other wholesalers could tell you 
they were offered goods by its agent. 


(Conclusion of evidence) 


Lionel Roussin 


living in the city of Quebec, Avenue 
des Braves, being duly sworn on the 


Holy Evangelists, Gdeposes: 
By MR. LACROIX: 
Q. You are a chartered accountant? A. Yes, and C.P.-A. 


Q. What firm are you associated with? A. Chartre, Samson, 
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Beauvais, Gauthier and Company. 

Q- Will you examine this document attached to the bricf 
as Schedule A and say if you recognize that document? A. Yes, 
I am the one who prepared those figures. 

Q- I understand the figures given here as being the tax- 
able income... 

Mr. LACROIX (Text): May it please the commission. In the 
brief there is a reference to Schedule A, which has to do 

with the United Fishermen. You have the reference at page 26. 
Q. (Translation): Those figures, as taxable income, you 
took them in a report? 

Mr. LACROIZX (Text): I have a confidential report made 

by a firm on the operations of this organization, as to which 
I will inform the comrission when I get the information. These 
figures have been published in different public reports by 

the United Fishermen themselves. I have here only the report 
for 1942-1943; unfortunately I have not the other reports. I 
ow that these figures were given under the signature of Mr. 
Dionne, their manager. Do you deem it necessary, Mr. Chairman, 
to question the witness on these confidential reports? 

The CHAIRMAN: I do not think so. 

Mr. BROSSARD: _The United Fishermen have themselves filed 
reports. 

Mr. LACROIX: I have communicated to Mr. Brossard the 
Ource of my information. 

Q- (Translation): You had a report whose nature I shall 

t reveal but which gave you those figures? A. Yes, the report 
‘ves the figures of 1943-1944, and as for the three preceding 

; rs we have distributed the surplus on an arbitrary basis. 

Q-- The amount of $37,929 is the reserve in 1943? A. It is 
€ increase of the reserve account in 1943. 


Q- And in 1944 you had $66,730? A. Yes, in the same way, 
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by comparing reserve accounts. 

Q- Now, taking for granted that such a cooperative had been 
established in 1939 ... 

(Text): This statement, which relates to the United 
Fishermen, tries to establish what amount of taxes they would 
have been called upon to pay on their profits or on their 
reserves had they been treated in the same way ac a joint 
stock company. I respectfully refer the commission to the 
Excess Profits Tax Act, section Oo, SUb-paragraph 2. In the 
light of this section, if we take for granted, as is shown in 
the report, that this company was Organized with a paid-up 
capital of $330 in 1939, it is a safe proposition, I think, 

to say that it would be very difficult to get more than $5,000, 
aS an authorized standard profit; nevertheless we have calcul- 
ated the obligations in taxes on various standard profits up 
to $60,000, so we have been very generous in that regard. 

A. (Translation): Taking for granted that this company had 
reached $50,000 Peibtie basis of an authorized or standard 
profit, would you tell us what amount of taxes it would have 
been called upon to pies A. $102,220 of which $16,000 woula 
be refundable after the war. 

Q- The other figures, without my having you work them out, 
€ based on the same system? A. Yes, on the same basis, by 
hanging the standard rene ~60,000 and so on. 

Q.- How many years of experience have vou had as an 
f€countant? A. Eleven years. 

Q- In the practice of your profession you have been called 


On to make up financial statements for different companies? 


Q. Have vou been called upon to study the acts relating 
the operations of cooperatives? A. Yes, lately, I became 


quainted with the acts. 
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Q. Have you been called upon to examine financial state- 


ments of cooperatives? A. Only the one you looked into a 
moment ago. 

@- From 4 practical point of view - and I use such a word 
advisedly - is the profit, the taxed surplus in a limited 
company different from the profit or what is called the 
undistributed overpayment which is put in a cooperative's 
reserve fund? aA. No, it represents its surplus earnings, 
whatever may be the term. 

Q.- I noted yesterday the definition, which however is not 
debatable, given by Reverend Father Levesque of the word 
"profit" when he said it was the excess of selling price over 
t. Then, taking into account the fact that profit is the 
excess of selling price over cost, from the point of view 

of Bese Gus you do not see any difference between these 
reserves or this accumulated surplus at the end of the year 
and a company's profits? A. You said "accumulated reserves", 
do you mean the current year's roserves? There are also 
accumulated reserves. 

Q. Let us say for a year. A. It is the same thing. 

By MR. NADEAU: 

Q@.- If a cooperative's over-collection is distributed 
during the year when it was made, do you call such an over- 
collection a profit? A. It depends on what Hate it is 
distributed. 

G. If it is fully distributed? <A. On the basis of 
purchases or bought goods? | 

Q. Boueht goods?' A. It would be a readjustment of the 


Sale or purchase price. 
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MR. LACROIX: This concludes the hearing of the 
evidence. I would just like in concluding my own remarks, 
if you will allow me, to refer the Commission -~ and I hope 
I don't scandalize Mr. Parker this tine -- to an article 
from the New York Times. I will put it on the record, 
if you w ill allow me; it was published in that paper in 
the issue of July 6, 1944. I will read one paragraph: 

"In other words, while private en- 
terprise is paying the cost of the war 
through the highest taxes we have ever 
known, buying the guns and tanks and 
planes and ships that our boys at the 
front must have, the cooperatives are 
sitting placidly on the sidelines 
figuring not what they can do to help the 
United States to victory but how they 
can pile up their profits to dominate 
the business scene when the war is over." 

I do not refer to conversations that are given there; 
they refer to the situation in the United States. But 
actually, to further illustrate the example given 
by Mr. Roussin on the question of fisheries, I do not see 
how we can regard the operations of this company as true 
mutuality. You have in the list that I showed you this 
morning various products which certainly do not come from 
their members and which are certainly not sold to their 
members, but from which they derive sums which represent 
an enormous profit on that paid-in capital, They have 
property in Montreal on which there is a mortgage for 
$48,000 guaranteed by the government through the fisheries 
department here. They have managed to build at Gaspe a 
warehouse and office building, seventy-five per cent of 
the materials being paid by the government. Their reserves 
are absolutely beyond the reach of the government to-day. 


It is absolutely unfair to call upon private enterprise to 


carry all the burden of the biggest part of the national 
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taxation, and at the same time to take a large part of that 
money and use it to guarantee profits to our competitors. 

I was glad to hear your lordship a moment ago question tia 

witnesses and finding out what their reactions to it were, 

It is not an illegal method of tax evasion; it is a matter 

of self-protection, of survival -- 

THR CHATRMAN: Anyone can step outside the tax statute 
if he can do so legally, 

MR. LACROIX: Surely it does not come to the point that 
it is the aim of the cooperatives to force private enter- 
prise to step outside of what they have been doing and try 
to become part of an organization to evade taxes. If that 
is the result of the application of these laws, I humbly 
submit we are amply justified in asking that certain cor-: 
rections be made -~ not to give us favours; we are not 
asking that, but at least to give us fair play. These 
are the remarks which I wanted to submit to the Commission, 

MR. ARNASON: Would you permit a question, please, 
just for the sake of clarification? 

MR. LACROIX: I am never afraid of questions. It is 


of the answers I am afraid, 


MR.AKNASON: Well, on page 28, paragraph (b) of your 


Conclusions, you say: "They believe that this cooperative 
method is truly put into force only ih the operation of 
mutual marketing organizations." Am TI to understand that 
you mean by that that a cooperative that markets only the 
products of its own members is operating on a mutual basis 
and therefore does not make a profit? 

MR. LACROIX: Provided that whatever they get from it 
is divided immediately amongst the members, I believe what 


Sums up this thought would be the illustration that is given 
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by the Syndicat de Travail. Our contention -- we may be 
wrong at that, but we think not -- is that the moment you 
have separate legal entity which comes in and is created by 
our laws, which is called in the nature of a joint stock 
company and operates in the same way and at the end results 
in surplus money -- well, call it what you will, I think 

it is not mutuality. Because otherwise, as was stated 
yesterday, if I buy shares in a company, it might be an 
investment, nevertheless I become part owner of that venture 
and of the stock and at the end of the year I am just teking 
part of whet belongs to mee 

MR. ARNASON: Excuse me; I am not quite certain whether 
I follow you.e Is it the act of incornoration that would 
destroy the mutuality, in your opinion? 

MR. LACROIX: Not only that; this is one of the 
elements. But I go as far as to contend that the operations 
as carriod on to-day are only commercial trading operations, 
BHat is all. You have an example of it; they buy from 
non-members; they sell to non-members. 

THE CHAIRMAN: Every lawyer naturally would insist 
on the separate legal entity of a corporation, since the 
case of Solomon and Solomon in the House of Lords. I 
understand that view is not accepted by all economists, but 
so far as I know every lawyer and every judge accepts that 
principle now -- I think I am right in that, am I not?-- 
the idea of the corporate body being a separate legal 
entity from the persons who constitute it. 

MR. LACROIX: Yes. 

THE CHAIRMAN: That was the Solomon and Solomon decision 
in the House of Lords. 


MR. LACROIX: That is guoted in the Brackman-Kerr 
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brief. I do not know about the laws in the other provinces: 
I will admit frankly I am not familier with them. 

THE CHAIRMAN: They are guite well made. 

MR. LACROIX: I believe they are well made. But I 
believe as far as Quebec province is concerned expressions 
used and the word "profits" in the law are on the same level 
as the joint stock company, except for the fact as to 
control; but there is a limited responsibility. Chapter 290 
is not very different from our companies act, 

THE CHAIRMAN: It declares that the incorporated becomes 
a separate legal entity. 

MR. VAUGHAN: In your concluding remarks this morning 
you showed that reserves should be taxed. Would you 
explain more fully what you meant when you showed that? 

MR. LACROIX: I respectfully submit once a surplus is 
established it should be submitted to the same obligation 
as what happens to the surplus of a joint stock company. 

MR. VAUGHAN: Just what do you mean by surplus? The 
total profits? | 

MR. LACROIX: Yes. | 

MR. VAUGHAN: Before distribution of any kind? 

‘MR. LACROIX: Before distribution of any kind, 


MR. VAUGHAN: Before there is any Jatronage dividend 


paid? 

MR. LACROIX: Yes -- because this is what would happen, 
I am not concerned with the individual cooperator in his own 
personal income. But if this section 526 to which I referred 
this morning, and section 6 of 290 as amended in 1943, 
declares these operations are not profit-making operations, 
have they the right to tax them even when dividends are 


declared? They will reach the point: "Well, they are 
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not profits I have made; I am just taking back part of 
whet is my own." It might be just a capital disbursement, 
if I say it correctly; it is not revenue. 

MR. VAUGHAN: When you make that recommendation.are 
you referring to cooperatives alone or do you include also 
credit unions and mutuals? 

MR. LACROIX: Mutuals particularly. I know certain 
mutuals opereting in the insurance field which, as I am 
told, seem to operate exactly on the same basis as the 
Syndicat de Travail, where it would be mutuality. Wherever 
it is mutuality we do not ask that you apply this principle, 
But we say you have gone beyond that; if you analyse your 
operations the only difference between you and me is that 
you call profits by some other name. 

THE CHAIRMAN: I take it your argument is this: what- 
6ver the surplus may be, call it profit, gain, or anything 
you like, His Majesty in the right of the dominion has 
nothing to do with the disposition of that surplus; if a 
Surplus exists it should be taxed; that is your argument -- 
no matter whether it is given as a petronage dividend or 
as interest or as any other way you like? 

MR. LACROIX: Well, in a joint stock company -- 

THE CHAIRMAN: Which is the case in a joint stock 
company. 

MR. LACROIX: Exactiy. If the Commission comes to 
the conclusion that we are right in contending they are only 
trading operations, then if they want to have the same 
‘privileges as are granted to a joint stock company, we say, 
take at the same time the obligations. 

MR. VAUGHAN: Now, do we understand that you are speak- 


ing of cooperatives alone, not the mutuals or credit unions? 
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MR. LACROIX: Truly I am not prepaied -- 

MR. VAUGHAN: You are just speaking of the cooperatives? 

MR. LAOROIX: Exactly. 

MR. VAUGHAN: Will you look at clause (e) of your 
conclusions: "Your submissioners, as already stated, 

do not objert to the existence of 
government aided competitors, if this 
is given only to the extent that it 
will allow the cooperative societies 
to reach the open market in the same 
position as the privately owned 
corporations;" 

MR. LACROIX: I an referring strictly to provincial 
eid. 

MR. VAUGHAN: I see. The question I was going to ask 
was how you would relate that to your proposal as to taxing 
of the profits. This would indicate that there might be 
assistance to a certain extent. 

MR. LACROIX: Up to that time I contend they are just 
building up the cooperatives. They have not Piuried to 
compete. These subsidies which they have, this financing 
at low rates of interest and all these guarantees on 
mortgages, aid in the construction of buildings and so forthe 
in that you are building them up, and we do not ohject 
to that.e I would like to be well understood on that point. 
It would not be fair at all on our part; I would go so far 
as to say we do not object to having a competitor. But 
Once you have built them up, then we go further and we 
reach the competitive field. 

MR. VAUGHAN: Now you are referring strictly to 
provincial legislation? 

MR. LACROIX: Yes. 
MR. VAUGHAN: And provincial aid? 


MR. LACROIX: Provincial aid, yes. 
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‘MR. VAUGHAN: And what you say applies to any kind co? 


cooperation? 

MR. LACROIX: Yes. 

MR. VAUGHAN: Coming within the dominion legislation? 
MR. LACROIX: Yes, 

MR. VAUGHAN: Now, just one other point. This morning 
you asked that a paragraph on page 17 of your brief be left 
for the time being. Did you strike it out? 

MR. LACROIX: Nose I made an affirmation there of which 
I was not sure, and in reading over my brief last night 

I thought I would reserve it. But I cannot say yet whether 
it is to stay in or be struck out. 

THE CHAIRMAN: You will tell us whether to leave 

it in or not? 


MR: LACROIX: Yes. 
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Le Syndicat D'tInitiatives Rurales 


Leroy Poulin 


residing in the city of Quebec, 
being duly sworn on the Holy 


Evangelists, deposes: 
By MR. BROSSARD: 


Q- I read on the title page of your brief, after the des- 
eription "Le Syndicat d'Initiatives Rurales", the words "Soci-te 
regie par la Loi des Syndicats Cooperatifs de Quebec". Am I 

to understand that this syndicate is either a consumer cooper- 
ative or a producer cooperative? Ae It is a cooperative 
established under the Quebec Cooperatives Syndicates Act. 

Q@. What kind of a cooperative? A. Here are the facts; 

we are a group of agricultural technicians who are interested 
in social and economic problems and we decided to form a group 
according to law in order to facilitate our work in the econ- 
Omic and social field and facilitate our eas! oc BevLons. tes 
word, to acquire as cheaply as possible books, pamphlets, 
publications, subscriptions for our members. 

Q- When was this cooperative established? A. On February 
44, 1945. On the other hand I must tell you that, as agric- 
ultural technicians, we have interested each member since a 
good many years, ten, twelve, fifteen, perhaps twenty years. 

Q- That society did not break away from the corporation of 
ronomists, did it? A. It has absolutely nothing to do with 
he society of agronomists. 

Q- Is it composed solely of agronomists? A. At the 
resent, yes» but not according to the by-laws. 

Q- Were the by-laws drafted and submitted to the provincial 
cretary? A. The by-laws have been prepared but they were 

lot submitted. 

Q- Is it provided that only agronomists shall be membuus's: 
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9. Is it above all a study club? A. Yes. 
By THE CHAIRMAN: 


Q. Are you numerous? A. We are 14 at the present time 


and we do not wish to have a big membership. 

By MR. BROSSsaRD: 

Q. Was vour brief submitted to the 14 present members? 
A. No, I may show you a credential. 

Q. Was the brief drafted before you had formed a cooper- 
ative syndicate? A. It was drafted before. 

Q. It is the expression of opinion of the 14 members who 
form at the present time the "Syndicat d'Initiatives Rurales". 
BA. Yes. 

By THE CHAIRMAN: 

Q. Will vou please read us your brief. A. Before reading 
this brief, I would like to state the facts. Personally, 1 
do not intend to give up my rights and privileges as an agonomist, 
but I do not speak in any way on behalf of the Agronomist 
Society or any agronomic affiliation, I want to emphasize that 
point, and I do not want to involve the society in the views I 
am going to express. 


Brief Submitted to the Royal Commission of Inguir 


on Cooperatives 
by 
Le Syndicat D'Initiatives Rurales 
(A Corporation governed by the Cooperative Syndicates 
Act of Quebec) 
Prepared by Leroy Poulin, agronomist. 

The centenary of the cooperative movement which the Roc h- 
ale pioneers have bestowed upon mankind will not be ignored in 
Canada. But it might have been observed otherWise than by 
angling a sword of Damocles over it. However, since arrange- 


ents for this centenary were undertaken by big financial, 
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commercial 2nd industrial interests, could one reasonably 
expect anything el-e? The basic, though concealed, reason of 
the whole campaign against cooperatives aims to suppress a 
movement which interf-res altogether too much with the iter 
profit and loss of certain organizations whose sole purpose 

is to make profits and pay dividends. Having failed so far 

to kill the cooperative movement either through contempt or a 
conspiracy of silence, through boycott or dumping, its enemies 
are putting pressure upon public authorities to deal it a 
death blow through the imposition of taxes. It is under cover 
of distributive justice that they hope to give it a first 
elass funeral. 

This brief Coes not go beyond general considerations end 
treats the Aaestitn primarily in relation to agricultural 
cooperatives. 

In order to define cooperatives we would refer to A. Mast 
in his "Cooperative Principles": 

"Cooperatives are special organizations being defined both 
by their purpose and the means used to achieve that end. 
"The end is, according to the object of the cooperative, 
either to realize for all concerned the greatest possible 
saving on the purchase or the rental of the things they 
need, or to secure for them the greatest remuneration for 
their work. 

"The means is the union of all persons anxious to secure 
the same advantages and the formation of a common enterprise 
with a capital contributed by all members. 

"In order to keep the means working towards the end, 

the social surplus is divided among the buyers, the borrowers, 
the lessees or producers, as the case may be, in proportion 
to their volume of business or work with the organization, 


after deduction of the amounts allocated to services and 
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and reserves provided for in the statutes with a view 
to the spreading of cooperation." 


We have gelected this definition becauwve in addition to 


defining cooperatives correctly it clearly indicates that in 
such organizations persons come first and capital is entirely 
subordinated. 
This method of doing business is peculiar. They call 
upon the efficient and willing assistance of their members. 
One could not better emphasize the social aspect of cooperat- 
ives. 
Two basic facts emerge from this definition: cooperation 
does not seek or make any profits in the pevetal sense of 
this word in accounting; cooperation is a social movement 
having in view the material and cconomic, moral and social 
welfare of its members, 
In the opinion of all persons engaged in social welfare 
among the masses, and particularly of Quebec agricultural 
experts in their contacts with the farming class of that prov- 
ince, the cooperative movement is recognized as the most 
perfected and the most efficient instrument of education and 
of material and moral reestablishment of the people. Every- 
where in our rural districts the local cooperative is a 
school of technical and material, moral and social progress, 
ot only for its own members, but also for the general public 
through example and daily contact. It would take too long to 
illustrate these facts by means of concrete examples, but that 
is so nevertheless. 

In this province, agricultural experts with over 25 years! 
perience with the farming population, have long ago ascertain- 
that cooperatives are the medium indispensable to the 
Pread of scientific farming, and rational methods of cultiv- 


tion and stock-breeding; thev are the only organizations 
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capable of preparing the marketing of a production like ours, 
Varied in character, small in volume at the source and not 
uniform in quality. Without our cooperatives, farming in our 
province would have remained in a rut; without our cooperatives 
our trade would still be at the cheotic stage where it was 
during the early years of this century. 

It is thanks to our cooperatives that official statis- 
tics show a rise in our farm production, and it is again 
thanks to them that we have succeeded not only in winning dom- 
estic and international markets, but in expanding therm. 

It might be well at this point, by way of digression, to 
mention what is being done to-day. It is mostly through our 
agricultural cooperatives that the farming industry in Quebec 
has been able to respond in a big way to the pathetic appeal 
for increased production in war time. On the food production 
front, cooperation has taken command. | 
Dicregarding figures, reference may be made to two 
Passages or the report of the Minister of Agriculture for the 
years 1941-42 and 1942-43 in this matter: 

"To meet overseas requirements, production shall not 
only be increased, but cultivations shall also be directed 
towards new productions. In the face of that situation, 
cooperatives have displayed a great deal of flexibility and 
adaptability. 

"By grouping, grading and packing farm products according 
to the needs of the moment, the local cooperatives have been 
of valuable assistance in meeting the war.requirements." 

Or all those reasons, our cooperatives deserved well of the 
lation, they became very valuable national institutions and 
at has been said of cooperatives in foreign countries, can — 
said with equal appropriateness of the former, namely, 


at they are the "Universities of the people”. 
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To tax cooperatives, is after 211 to tax the only schools 


evailable to the lower classes, the mass of the people to 
whom fortune, status and privileges have closed the door to 
state-controlled higher teaching institutions. 
Let us agree for the sake of discussion that cooperatives 
should be taxed. On what shall the taxes bear? On profits? 
But according to its internal and essential constitution, 
there are no profits in a real cooperative. So much so that 
aS soon as the books show a surplus of revenuss over expenses, 
the overpayment is disposed of through the patronage dividend. 
To ask that the profits of cooperatives be taxed is to ask 
that something which does not exist be taxed. All economists 
agree that the patronage dividend is an overpayment refunded 
by the cooperatives at the end of the fiscal year so as not to 
arm trade prices and thus prevent a price war. 
Shall we be required to tax the reserves of the cooper- 
atives? In some quarters, reserve funds are put forward as a 
conclusive argument establishing the evidence of profits. 
The argument presents a brilliant frontage, but is fundamentally 
beside the point. | 
De jure and de facto, every overpayment -is subject to 
the patronage dividend which belongs by right not to the cooper- 
ative, but to the members. Experience however has long sought 
to teach cooperators that they must be careful in the manage- 
Isnt of their business. If cooperatives pretend to reject 
Certain faults peculiar to the capitalist system, they cannot 
efuse one of its few qualities. In addition to business 
hazards, there are also competition which is not always fair, 
pansion, renewals and s@ on and so forth. 

To avoid these dangers and meet those needs, cooperators 
Ow their cooperatives with reserve funds. Those funds are 


St up freely by members who give up part of their patronage 
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dividend in favour of their cooperative. And the portion they 
give up in that manner is determined by the minimum require- 
ménts of the latter as prescribed by experience and without 
which their life and continuation would be endangered. To tax 
those funds would be to tax their sole means of continuity and 
frustrate their development. 

When it is considered that the largest majority of our 
cooperators are small property owners often burdened with 
mortgages and debts, people who are poor craftsmen and workers, 
we readily acknowledge the obvious fact that the sacrifices 
they make for their cooperatives are restricted to bare 
necessaries to ensure the life and operation of institutions 
which they regard as essential. If, therefore, the reserves 
of cooperatives were taxed, members would be forced to make 
Pundue sacrifices to een institutions recognized by the 
people as necessary to the public welfare. 

One aspect of the policy of taxing the reserves of cooper- 
atives is the actual danger of doing an injustice through tax 
duplication. If the taxpayer is already subject to taxation, 
Why run him to earth as a cooperator? If, on the contrary, the 
member is so poorly remunerated that he is unable to bear the 
tax burden, by virtue of what principle is he going to be 
taxed indirectly on the reserves he sets up with numerous 
Sacrifices for himself and his dependents, and compelled to 
ake even more sacrifices for the maintenance of an institution 
ich he rightly regards as vital for himself anc his follow- 
en? As a matter of fact, every tax paid on the cooperative 
Unds will have to be offset by the cooperator, Suasiay the 
eserve funds are the essential minimum compatible with a 
Ound direction. Should there be any doubt in certain minds 
bout this, it would be sufficient to refer to the extremely 


hg list of defunct cooperatives, all extinct, or very nearly, 
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suffering from the same ailment, that is, lack of capital. 
To tax cooperatives on thcir reserves constitutes with 
respect to cooperators an unfair way of levying a double tax 


on members, first separately and then jointly, or, what is 


even worse, of having the tax burden borne indirectly by a 
class of people whom law gencrally recognizes as unable to pay 
taxes. To tax cooperatives on their reserves is an effective 
way of suppressing the latter by depriving them of the only 
means of withstanding the hazards of business or the blows 

of competition. 

It right not be superfluous to introduce at this point 
the Quebec agricultural cooperatives, and to recall briefly 
their mode of operation. 

Caisses populaires apart, there were 536 agricultural 
cooperatives in the province, with 39,610 members, as at March 
Bl, 1944. assets totalled $10,119,808; liabilities $d, 954,189. 
The reserves amounted to $2,488,579 and the surplus to 
$1,697,038. The turnover was $33,923,326 with an overpayment 
of $943,377. Our agricultural cooperatives are conditioned by 
the characteristics of our rural economy. Our holdings are 
small and devoted to diversified production. Hence the varied 
individual production of our farms is in restricted volume. 
Undor those conditions, an organization designedfor pooling 
the products, grading them and dressing them up in a uniform 
Manner iS indispensable both for domestic and foreign marketing. 
This is the work undertaken by our agricultural cooperatives 
and they are doing it better and more cheaply than any othor 
Organization. 

In most ceses they are smell institutions by means of 
which the farmers of © parish pool their individual production 
in order to make up a volume consistent with economic proc- 


essing of the products or capable of ensuring uniformity in the 
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Quality or the presentation of the products. 

Such is the typical case of our butter and cheese cooper- 
atives. The same applies to maple products, eggs, potatoes, 
aninal products, fruits and vegetables, tobacco, etc. 

Should you, through taxation, put agricultural cooper- 
atives in an untenable position, you might very well wonder 
what would become of our merket faced with international com- 
petition. To tax our cooperatives would be to sabotage our 
agricultural economy. The small gain in taxation would be lost 
over a hundred times through decreasing markets. Because you 
must not forget that we shall always have to meet foreign 
competition which will not discard cooperative methods to please 
those who are asking for the kind of taxation now under consid= 
eration. 

It is perfectly obvious that as soon aS cooperatives are 
taxed the government will have to be prepared to vote them 
subsidies to enable them to meet foreign competition in order 
tO save our own markets. 

With the above mentioned cooperatives are connected one 
or several purchasing services of raw material or implements 

of production: concentrates, grain and seeds, lime, chemical 
fertilizers, plowing machinery, etc. Those services have the 
great merit, through the pooling of orders, to make up a volume 
likely to interest manufacturers at a favourable price and to 
lower transportation and marketing costs. The dislocation of 
cooperatives would entail more costly methods with waste of 
energy, time and money from which gale igete na) orofiteers 
uld benefit. 

In certain quarters, the views expressed herein are accepted 
nN so far as cooperatives ane content to deal with their own 
hembers, but not when they do business with outsiders. Such 


objection is wrong in view of the responsibilities of 


F * 


“4 | me BERR stores “tanks 
| in dy BEM 2 
f A! * 
a 
ra 2» 
iy S af Vt, 
7 . i) . 
= 
Fe 2 maces. da FT; 
ee : & cea ap 3 
. ay: = . : 
‘ y- my, ia +¥ 
his o i“ 
; x F es y 
i 3 i 
. 3 all ' a) 
ut fe 5 
4 
’ 
i‘ . ’ r 
A < c Date ‘ Fy al 
; ca 
‘ . id rL 
A 5 
5 4 4h 
i 
’ 4 
p é 
3 1 
‘ 
co G ‘ io, f i ro 
‘ 2 
a “ : ‘ é : se eM ue 
4 bas ee Oe . pe a 
On . iy Wa Soa Ait fe 
2 i : a ie 
, 
E g 
’ 4 pi : 
Fi ‘ 
‘ of £ ¥ 
Pe ae “ -b ’ 
‘ : 
H ‘ . ies 5 
+ : Jp Ieee 
ree . e3 
ut e 1 , ee eA 
F Lr meen ee doe aie 8 ‘ 
, eh phe A ‘4 ¥ or 
‘ 
: iets L ¢ - al x “ 
a 4 
4 ‘ 2 . 
ae - os . b 
y; f ne i ' ' 
~~ ° ral 5 Tey A rm 4 3 
ae an pict ee i 
Phos ms a F Fe 4 
. » +. Fa c ’ 
ei re ob 1 4 Gras. 
oan - wi t ee di { Ca if 
© kts, i ’ . é 
i Sls vi ot + yet iy 
. “ . . 4 i t 
Rae Mere ah oh ay Nee, ee eae i 


-3651- (Translation) 


cooperatives and the consequences of their trade with non- 
members. It must not be overlooked that our agricultural 
cooperatives are developed through education and are oonstituted 
in public service. 

From their own nature and force of circumstance, our cooper- 
atives would be reprehensible if they refused to serve non- 
members. Can a butter or cheese cooperative, especially if it 
is the only one in the parish, refuse to accept milk or crear 
from non-members and so oblige them to increase their distrib- 
ution costs or go out of business? No need to demonstrate this 
point. 

However, there is another aspect. Cooperation is a matter 
of education and beret at een with cooperators. Doing business 
with outsiders is precisely an efficient means of education. 


Before risking his money, the average farmer wants to find out 


how the cooperative works and give it a trial. After a period 
of apprenticeship as affiliated member, he generally becomes 2 
full member. Here again the cooperative is doing educational 
work and plays the part of public school. Should then the 
educational work of cooperatives be taxed? 

Let us note by the way that the refund portion of affil- 
iated members is most frequently applied towards the share 
contribution of the future member. In many cases it is the 
Only way an affiliated member can acquire full membership. 
Those who have had anything to do with fishermen's cooperatives, 
for instance, are aware to what extent this is true. . 

It is not necessary to demonstrate more fully the excell- 
ence of the cooperative method or emphasize further the indis- 
Pensable services our agricultural economy derives from it. 
But there is a point of their structure which should urgently 
be stressed, under the circumstances, before this commission. 


Cooperators are recruited to a great extent among the 
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least favoured class of citizens. The cooperatives they 
organize, unfortunately, reflect the financial status of the 
irembers, The lack of financial means is the stumbling-block 
of the cooperatives that survive and the tombstone of those 
which go under. Our cooperatives, with a few exceptions, are 
small enterprises engaged in a daily struggle against distress- 
ine financial difficulties. Whenever they succeed in consol- 
idating their financial position, it is due to repeated 
sacrifices on the part of their members. Very often they 
achieve success only with the help of government grants. 
Should taxation increase further their financial 
difficulties, a great number would be obliged to shut down, 

to the great disadvantage of our agriculture and national 
economy. 

Tf certain quarters are trying to credit cooperatives 
With the merit of contributing their part in the upduilding 

of our social system, they are not entirely wrong. And let it 
be known that they have not waited until they were compelled 
to cooperate in that field. But there are various ways of 
contributing one's share to the common weal. Some people and 
some insti tutions whose only raison d'etre is profits and 
individual gain will never serve the common weal to any extent 
except through the payment of taxes. For others, among which 
are the cooperatives, aiming exclusively at the public weal, 
their share is in the unremunerated service they give in the 
form of education, or economic, moral and social restoration. 
In their own phase of action, coop2ratives have done 
their splendid share which no private or capital stock organ- 
ization has ever achieved. Let them carry on a work for which 
they are made. They will not fail in their task. On the 
Other hand, let us ask them by taxation to make an effort 


which is beyond their might, and they will break down in 
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their own and principal role while they will deccive those who 
might depend upon them with regard to taxation. 

From the standpoint of competition, it is worth noting 
that among the adventages of the cooperatives, the chairman of 
the special commission appointed by the chamber of commerce of 
the district of Montreal, to study the cooperative movement 

in the province of Quebec, states that: "The cooperative does 
not interfere with independent business. Experience shows 

that in all countries where the cooperative developed, indep— 
endent business has continued to increase. The cooperative 

has undoubtedly brought about a new balance of economic powers. 
Individuals had to give up: their own business, but they have 
started other ones and assumed new economic functions. This 
competition of the cooperative would not be more prejudicial 
than that entered into by a newcomer in the same type of 
business." 

This observation founded on facts is 2 logical consequence 
of two cooperative principles: the cooperative is a free enter- 
"prise as to its members; the cooperative docs not indulge in 
price competition, but does business on the basis of market 
prices. 

At this point, it would be interesting to see the shady 
Bide of the matter at issue, to point out the concordance, 
Suspicious at all events, by reason of which the case of coop- 
eratives is investigated simul taneously in Canada and United 
States, to show who prepared this case sub rosa, and for what 
purpose. I hope that this aspect will not be passed over in 
silence before the Royal Commission. 

Be the investigators of the inquiry into cooperatives ever 
© powerful, and be thcir objective ever so obvious, we believe 
hat it is not the appropriate time to deal an unfair blow to 

cooperatives. When everywhereryou hear more: andmore abou" 


social security", and when more and more daring social 
> 


as es ah 
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measures are placed on the political programme of the state, 
why sabotage eminently deserving private social security 
institutions already established in the cooperatives? Did not 
the caisses populaires Desjardins, the agricultural cooperat- 
ives, the fishermen cooperatives, the consumer cooperatives 
perform social security work long beforehand? 

The most apparent result sought by those seeking the tax- 
ation of cooperatives, is to ruin these institutions for their 
own profits, to the prejudice of the community. Should their 
views prevail, they will not achieve their purpose without 
adding again to the government's long list under the heading 
of “social security” and without still further burdening the 
national revenue on that account. 

To sum up, we submit that: 

1. Cooperatives do not ecknowledge profit, and consequent-— 
ly their profits cannot be taxed; 

2. Taxing cooperatives amounts to taxing the most effect— 
ive means of education, economic, moral and social restoration 
of the small wage carner when more fortunate people attend 
state-aided superior schools; 

5. To tax the reserve funds of our cooperatives is an 
indirect way of doubling the members' taxes or levying taxes 
on them, when they are exempted under the general act as not 
having sufficient incomes to justify the tax; to tax the 
reserve funds of the cooperatives is to tax their only means of 
continuity and frustrate their development; 

4. To tax cooperatives is to restrict agricultural prod- 
uction at the source and sabotage our domestic and international 
markets; 

o- In levying taxes on cooperatives the state will have to 
make up its mind to vote them subsidies in order to cope with 


he situation resulting from competition of foreign producers 
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strongly organized in cooperatives; 

6. The fact that they deal with non-members cannot be set 
forth as a reason to tax cooperatives. They regard that 
practice as necessary to their education and as vis performance 
of a public service; 

7. The majority of agricultural cooperatives cannot assume 
any responsibility for taxes at the risk of finding themselves 
obliged to close their doors; 

Be irabanakwes contribute their share to public burdens 
in the form of educational work and not in the form of taxes; 
9. Cooperatives do not interfere with independent 
business, and it is unnecessary to protect the latter by impos- 
ing taxes on cooperatives; 

10. To-day as in the past, cooperatives are performing 
"social security" work, and must be maintained in their presen 


status, as essential auxiliaries in that regard 


By MR. BROSSARD: There are not any facts put forward in 
the memorandum, this is argumentation. I do not think I heve 
any questions to ask. Possibly one or two. 

Q@. Would it be fair to presume or claim that your main 
argument is that taxing cooperatives, as stated by you in par- 
agraph 7, would mean closing their doors? <A. For a great 
number of them I think it would be true. 

Q. Do you make any distinction between the different 
classes of cooperatives? A. Yes, if you take a cooperative 
established many years ago and which had time to accumulate 
reserves, I think it could bear the brunt; but out of the 500 
cooperatives I find 131 of them having reserves ranging from 
zero to #1,000 and, on the average, reserves do not exceed 
9550. With such reserves, I do not see how they could keep 


On expanding. 
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Q- You would distinguish between a cooperative which had 
succeeded in accumulating reserves ane the one which had not: 
A» AS a matter of fact I would make 4 distinction: 

@. In the first instance you would maintain that a coop- 
erative would not be doomed to failure and ruin by taxation 
while it would be in the second instance? A. I ¢o not say 

that others could bear the brunt of taxation, but I do maintain 
that some of them could not stand it. 

«How is it that cooperatives could not bear the brunt 

of taxation aS well as private enterprises? «4. Because their 
reserves are too limited. 

Q. It is a question of reserves, and how would you dete2r- 
mine that a cooperative could bear the brunt of taxation? 

A. It is a problem I could not solve. 

Q. Have you any suggestions? A. To avoid injuring cooper- 
atives, I believe their present status should remain undisturbed. 
a We kusrar hein Surplus may be? <A. Yes. I wish to 
emphasize that cooperatives have no revenues as understood in 
accounting, no surplus, no profits as understood in accounting. 
AS reserves are built up by what cooperation calls overpay- 
“Ments, the same applies to patronage dividends which are not 
profits, and I will take the liberty in that respect to 

refer perhaps to an argument submitted before the commission; 
the example given in its bief by the Superior Council of 
Cooperation which drew a parallel between two farmers, each 
with an income of $200; one is a cooperator and the other is 
not. In the cooperator's income there is an amount of 450 
derived from his cooperative'ts patronage dividends. But such 
patronage dividend is not an income, and if we analyze the 
OOPperative's operation we will realize that it is not an 
ncome. Here ere the fects: the cooperator goes to his coop- 
srative and deals with it. The final price of goods or service 


not fixed at the time of the operation; it is understood 
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that the cooperative deals 2t market price, at prevailing 
prise, but it is understood that it is not the real price and 
the real price is fixed at the end of the fiscal year. It is 
then that the cooperator is called upon to pay the real price 
of g>0ds or service to his cooperative and the overpayment is 
returned to him in the form of patronage dividends, exactly 
as in the following case: I go to the store, I buy a pair 

of stockings for $1.90, I give a $2 bill. The clerk completes 
the operation, hands me the bill and 10 cents change. Under 
the Booperative system, it is not. as simple as that; we have 
to take into account the "time" factor. For my goods which 
cost $1.90, I give a $2 bill to the manager; he does not hand 
me back my change before the end of the fiscal year. Il 
emphasize that point to show that in the operation made by 
the cooperator there is no profit either in the patronage 
dividend or in the reserve, because reserves are withheld. 

@. Whatever the amount of patronage dividends or reserves, 
would you not consider the amount left by the cooperator as 
reserves as an investment on his part? A. Obviously, it is ‘in 
investment. 

Q. Is that not whet follows from your allegation in 
paragraph (3) to the effect that "to tax those funds would be 
to tax their sole means of continuity and frustrate their 
development"? <A. Certainly. 

Q@. It is because reserves may enable a cooperative to 
expand, to enlarge, that you maintain that taxing it would 
be ruining it? A. Yes. 

Q. Even if it has succeeded, through tax exemptions for 
many years, in building up sufficient reserves? A. Financially 
Speaking, our farmers are to some extent small fry; they do 
not have enough money to make investments with an eye to 


dividends snd what they give to cooperatives does not amount 
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to much. 

Q- When you refer to a small cooperative which did not 
have time to accumulate reserves, it would be advisable to 
exempt it from taxation, but in the case of a large cooperat- 
ive which hed time to accumulate resorves, it should not be 
exempted from taxation? <A. I maintain that in the case‘of a 
co.psrative, if it pays taxes it would not have enough left 
to meet the producers' needs. 

Q. The same applies to private enterprise; if it pays 
taxes, it cannot inerease its services? <A. There is a olear- 
cut distinction to be made in regard to private enterprise. 
One must consider the incidence of taxation. I believe there 
is not a single private joint stock enterprise which could 
besr the brunt if, in the end, after paying taxes it does not 
realize a profit. It is undeniable. it cannot carry on, it 
is compelled to fold up. Apparently, it is the joint stock 
company or the private enterprise which pays taxes because 
it is Mr. So and So who makes a cheque to pay his income tax, 
but the incidence of real taxation falls on the consumer who, 
through forse of circumstances, is obliged to deal with them. 

And so, this is being put forward in support of the 
contention that the joint stock companies and the individuals 
doing business privately are in an unfair position with 
respect to taxation. Analysis shows that it is neither the 
individual nor the company but the consumer who pays the taxes, 
just as the tenant is the one who finally pays the taxes. 

Q. Few private enterprises could maintain themselves, if 
they did not make any profits? A. No. | 

Q. I compare that statement with the one you made a while 
4g0, to the effect that few cooperatives could maintain them- 
Selves unless they were allowed to accumulate reserves? A. Yes. 


Q- Is there a certain analogy between the conception of 
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profits, permitting private enterprise to expand, and that 

of the reserves Of cooperatives for like purposes? A. No. If 

i understand the question aright, the reserves of joint stock 
companies are set up with a view to making capital yield profits, 
while reserve funds of cooperatives are not created with 2 vieow 
to making capital yield profits, but solely with a view to 
increasing or improving the services and the quality of commod- 
ities. You had a striking example of this in the "Couvoir 
cooperatif de St-Anselme". It was proved that these people were 
unable to cope with the demands of al1 who wanted to have eges 
hatched. Why? Because they lacked space to take care of the 
needs of farmers; they were unable to expand. 

Q. And if they could hsve expanded, they could have increas- 
éd their profits? A. They could have increased the savings of 
the users. 

Q- And if 2 private enterprise had installed itself along- 
side these people, it could have given the service? A. Yes, i; 


could have given the service and increased its profits. 
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MR. LACROIX: On pags 17 of the brief there is an 
error which I have made; it is at the end of the paragreph, 
where I say: "Finally it is stipulated that the balance is 
divided between the members in proportion of the smount 
of their shares," The word "shares" should be replaced 
by the word "purchases." These references are taken 
from a pamphies which I have shown to Mr. Parker. It is 
published at Antigonish, Nouvelle Eeosse. T could not say 
who wrote ite It is marked "Kingts Printer", Perhaps 
Mr. Parker can explain it. 

MR. PARKER: It bears on the -chewk page the word 
"Antigonish," and it bears on the last page the words 
"JLo Patenaude, Kingts Printer,” date, 1938. It seems 
to be a sort of collection of literature gathered together 
by somebody whose identity apparently ‘s unknown, and 
throuzh some arrangement with the Antigonish people the 
Kingts Printer does some printing for educational work, 

I have consulted some gentlemen from Antigonish and they are 
unab’.e¢ so tell me who the writer is or how it came to be 
published. 

THS CHAIRMAN: Perhaps we can find out in Nova Scotia, 

MR. PARKER: Meybe we can find out there, 

MR. BROSSARD; Mr. Hudon has a statement to make. 

MR« HUDON: Just one word. At page 13, line 4 the 
orier of Mr. LaCroix reads as follows: “These loans 
represented $7,534,293, with a vrofit accruing to these 
Caisses Populaires of $845,460." It is true but incomplete. 
These were new loans made in 1941 to which you must add 
the loans of the previous years which were not repaid. 

The outstanding loans during 1941 were $17,763,746, which 


shows that the rate of interest is a little below five 
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ver cent es an average, The other figures would lead to 
the conclusion that the rate wes over twelve per cent, o1 
around twelve per cent. The figures given, therefore, 
ere incomplete because they ado aot show the cutstanding 
loans’for 1941 but just the loans granted in 194i. 

Another smell point, ons which Mr. Vaillencourt askoe 
me to raise, Referring to page 18, second paragraph, the 
brief says: "The shares of this society, also organized 
on the same basis as a joint stock company, cost $10 in 
1924, and in 1926 the price of the shares rose to $300" 

The society ig not a joint stock cokpany, The shares were 

one share per man, of $10, and in 1926 the directors required 
all new members to subscribe three shares. The way this 
reads now, that the price of the shares rose to pO, 

is not precisely what took place. 

Just one more word, if you will allow me. The 
$57,000 grant to the Federation (brief, page 9) does not 
in any Way, shape or form go to the members, It was stated 
yesterday clearly that Gee grants from the province are 
just for inspection purposes. 

THE CHAIRVAN: They belong to the cooperative as a 
legal entity, then? 

MR. HUDON: To the Federation. 

THE CHATRMAN: Thet is the corporation. 

MRe HUDON: Yes, to the Federation des Gaisses 
Populaires, But these amounts are not distributed in any 
way, shape or form to members of caisses or members of 
unions. 

THE CHAIRMAN: So that there is a separate legal 
entity in the corporation? 


MR. HUDON: Undoubtedly. 


his ae 


eee 


MRe LACRCIX: With regard to the figures given on 
page 15, to which Mr. Hudon hes ust referred, I would not 
ike the Commission to be undeic the impression thet we 
did not give bona fide the information we had, The figures 
were taken from a publicetior on the Caisses Populaires 
Which was utilized for the survey of the Board of Trade 
in 1944, Under the column 1941 we found those figures, 
They may not be correct, but they are exactly the figures 
from their own book, As to the aifirmation we make 
concerning the sheres, I have referred the Commission to 
this publication, la revue Ensemble for April 1941, page is. 
MR. HUDON: That igs quite all right, My learned friend 
was mistaken, but I never thought ne aid it on purpose, 
I submit also that la revue Ensemble or the Financial Post 
are no authorities, | 
THE CHAIRMAN: It only remains now for me to thank 
the members of the Bar of Quebec and the distinguished people 
who have come before us for their cooperation in the work 


of the Commission, 


ee ne rte 


Thereupon ‘the Commissicn adjourned to meet in Moneton, 


New Brunswick, on Hriday, March 2, 1945, 
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ROY..L COMMISSION ON CO-OPERATIVES iv 


The Commission appointed to inquire into the 
present position of co-operatives in the matter 
of income and excess profits tax, organization 
and business methods and operations, and the 
coiparative position of persons engaged in 
business directly competitive therewith, met 
in Moncton, New Brunswick, March 1, 2, 3, 1945. 


PRESENT: 
The Hons Mr. Justice ERROLL M. McDOUGALL, Chairman 
Be Ne «aRNASON 


) 
Ge Ae ELLIOTT ! Commissioners 
Je Me NADEAU } 
Je Je VAUGHAN ! 
Hugene T. Parker, K. C. Counsel 
Major H. D. Woods ) Associate 
Je Ae Chapdelaine ) Registrars 
Colonel G. W. Ross Executive 
Secretary 
4PPEARANCES : 
W. B. Francis Group of Co-operative Associations 


R. He. Milliken, K. C. Saskatchewan Co-operatives 
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Moncton, N. B. 
March 1, 1945. 
The Commission met at 2.50 p.m., Mr. Justice 
McDougall presiding. 

MR. PARKER: In accordance with the advance notice 
given the public some time ago, all those who had informa- 
tion which they wished to place before the Commission were 
invited to submit briefs. A number have done so and a list 
has been prepared showing those associations or bodies wish- 
ing to be heard. I understand that since this list has been 
compiled one of the six has intimated that it will not have 
a representative here. I refer to the Insurance Agents of 
New Brunswick. They may appear later. That leaves five 
cases to be heard, the first of which is the Co-operative 
Union of Prince Edward Island. 

THE CHAIRMAN: It was originally intended that the 
sittings here would not begin until tomorrow morning but, 
as it appeared that the time would scarcely be sufficient 
to do justice to all the briefs that have been submitted, 
inquiries were made yesterday to see whether it would be 
possible for one or more to be heard this afternoon. Some 
of those pregent have graciously put themselves out, 
anticipating their arrival here, and I understand that the 
Co-operative Union of Prince Rdward [Island is ready to go 
on immediately. 

MR. FRANCIS: I may say that I am representing the 
Co-operative Union of Prince Rdward Island, the canadian 
Livestock Co-operative, Maritimes, the Madawaska Associa- 
tion and the Sussex Cheese and Butter Company. We are 
ready to go on with the case for the Co-operative Union 
of Prince Edward Island and, subject to the direction of 


the Commission, we propose to have the Secretary of the 
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Union present the bricf, then have supplementary evidence 
from the President who is thofougiiiy familiar with the de- 
velopment that has taken place in one area of Frince 

Edward Island. That will complete the Prince Rdward Island 
case. We have prepared a map showing the general co- 
operative development. It is mainly for the use of the 
Commission and it can be put in some convenient place so 


that it may be referred to by the witnesses. 


J. T. CROTEAU 
Secretary-Treasurer 
The Co-operative Union 
of Prince Edward Island, 
having been duly sworn, 
testified as follows 
BY MR. FRANCIS: 
Q- You are Secretary-Treasurer of the Prince Edward 
Island Co-operation Union? As Yes. 
Q- I understand that you are Carnegie Professor of 
Economics and Sociology at St. Dunstan's University? 
x. Yor. 
Q- And also at Prince of Wales College? Rs YeRs 
: Q.- And you have a Ph.D. from Clark University? 
A. Yes. 
Q. I believe you became interested in credit unions 
while working on your doctor's thesis? A. Yes. 
Q.- And you have been interested in credit unions for 
some years? As. A ¥en 
Q- I understand that your interest was revived when 
you came to Prince Fdward Island and found conditions as 
you did? A. .Yes. 
Q.- In the 30's? R. In vL95S. 
Q. At that time there was some credit union develop- 
ment in Nova Scotia and you and your associates heard of 


that development and gathered some information from Nova 
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Scotia? A. Yes. 

@. Who prepared the brief which you are about to read? 
A. The Co-operative Union of Prince Edward Island. 

Q. Was it prepared by the board of directors? 
A. Yes. 

Q.- it has been approved by the board of directors? 
A. Yes, at a meeting on January 10, and revised by letters 
subsequently. 

Q. You have authority from the board to present the 
brief? A. YOs. ; 

Q- You are authorized to appear on behalf of the co- 
operative Union of Prince Edward Island to present the 
brief? A. Yes. 

Q. What does your Union consist of? A. 5 Ui) 2 
Union of societies incorporated under the Co-operative 
Societies Act, plus the Credit Union League. 


Q.- Will you read the brief? A. The brief reads: 


"In Prince Edward Island the cooperative movement is 
more than a business system. It is an educational progran, 
a group effort designed to Mild individual and community 
responsibility. The progress that it has made has been 
due to the unselfish effort of hundreds of voluntary work- 
ers, motivated by a spirit of service to fellow man. And 
while that progress has been small measured in monetary 
terms, to the members of the Island cooperatives it has 
given confidence and hope in the future. 

"In January 1944 representatives of the cooperative 
associations incorporated under the Prince Edward Island 
Co-operative Associations Act met to form a union of bona 
fide cooperative associations in the province of Prince 


Edward Island. It was decided to admit as members only 
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societies incorporated under the Co-operative Associations 
Act together with the Prince Edward Island Credit Union 
League. This limitation of membership was made in order 
to insure, as far as possible, that only those societies 
which are operating under pure cooperative principles be 
recognized as composing the cooperative movement in Prince 
Edward Island. It is this group, consisting at the 
present time of fifteen cooperative associations, plus the 
Prince Fdward Island Credit Union League, which begs to 
make this submission to the Royal CGommission on Co- 
operatives. 

*A number of other groups in the province operate as 
cooperatives or quasi-cooperatives. There are informal 
buying groups, farmers' institutes, and even some stores 
which operate along cooperative lines. Some of these in 
the course of time will become incorporated. [In the 
meantime, for one reason or another--lack of proper audit- 
ing control, faulty bookkeeping, lack of capital, and 
similar reasons--they do not qualify for incorporation 
and are not represented by the Co-operative Union, 

"There are also certain marketing groups which are 
incorporated under special acts and which do in the 
ageregate a large amount of business. These are not 
represented by the Co-operative Union. 

"While the Prince Edward Island Credit Union League 
is a member of the Co-operative Union, it has decided 
not to submit a special brief, but to refer the Commis- 
sion to the brief submitted by the credit unions of 
Quebec. It is the opinion of the Prince Edward Island 
Credit Union League that in Quebec are found conditions 
typical of credit unions everywhere in Canada: local 


credit unions, regional federations, or leagues, and a 


ee 
wise > Ce 


ms, .% 


: aoe , abr Se foo VY athe Pi - Bh Ei 
eee te eh 
rie 2c , Caw 2) eee ree: nil meee 
AG a) vy A ae, oA Seay? F nthe 


oh Ga peas 


TE Vins er 


Beh a SAS 


8 iy ie ae me ; 


STIG 


SAM Uy iis) ta 


-4004- “Mr. croteau 


federation of leagues. Therefore it is unnecessary to 
repeat the arguments presented by the Quebec credit unions. 
Therefore the Commission is respectfully referred to the 
brief presented by the credit unions of Quebec, as well 

as to the pertinent briefs presented by the Regina Credit 
Union League and the Saskatchewan Co-operative credit 


society, Limited. 


"History of the Cooperative Movement 
in Prince Edward Island _ 


"In pioneer countries a strong cooperative spirit is 
necessary for survival. This was true of the early days 
of Prince Edward Island when neighbour helped neighbour to 
build homes and to harvest crops. Indeed, in rural Prince 
Edward Island this spirit of mutual aid has never been 
lost, and informal neighborhood cooperation is common even 
at the present day. 

"The beginnings of economic cooperation are found in 
the development of the dairy industry which ken in the 
1890's in Prince Edward Island. Under energetic leader- 
Ship a large number of creameries and cheese factories 
were built during the last decade of the 19th century and 
the first decade of the 20th century. These factories 
Were cooperative in spirit: neighbours and patrons sub- 
scribed the capital and all shared in the benefits. 
Patronage dividends were common; the rule of one man, one 
vote was observed, even though it was not always provided 
for in the by-laws. Unfortunately, under the legal 
requirements of that time these factories were incorpor- 
ated as joint stock companies. In the course of the years 
Shareholders died or moved away and the remaining shares 
tended to gravitate into a few hands. At the present time 


almost all of these dairy companies are operated as 
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ordinary joint stock companies. In a few the original 

Sieridhin ts lost completely and they operate as cooper- 

atives, distribute patronage dividends and have producer 
‘ control. No one knows who owns them, however. 

"This movement of the 1890's and 1900's, cooperative 
in spirit, built a strong dairy industry in the province. 
Apart from the direct financial gain, it had the effect of 
educating the producers to improve their herds and to pro- 
duce a high grade product. 

"This educational influence of cooperatives in estab- 
lishing and raising standards of quality in production can 
be shown time and again in the cooperative history of 
Prince Edward Island. 

"Possibly the most outstanding example of the influ- 
ence of a cooperative in educating producers and in build- 
ing an industry is found im the old Prince Edward Island 
Co-operative Egg and Poultry Society. Previous to 1913 
Island eggs had an unenviable reputation. Eggs were col- 
lected by peddlers or at country stores and no care was 
given to handling. As a result a low quality product 
reached the markets. The price for such a product was 
low. Because the revenue from poultry was small, little 
attention was given to the farm flock. In 1913, T. A. 
Benson of the Dominion Department of Agriculture began active 
work in the organization of egg circles. Eleven circles 
were organized that first year and in the next few years 
the number increased until the Island was virtually cover- 
ed. It is not necessary to take the space to go into the 
vicissitudes of this organization, the competition it met 
from the country merchant, the other difficulties it 
encountered. The point is that through the work of this 


cooperative, egg grades were established, quality of 
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production was greatly improved and real industry was 

developed. The Egg and Poultry Co-operative gave excel- 

} lent service for over twenty-five years. During the de- 

pression of the.1930's, however, a number of factors com- 

| bined to end the society. Friction developed among the 
directors, there were two changes of managers, the weak- 
ness of financing through collateral notes became apparent, 
and the changed policy of the Federal Department of Agri- 
culture which now stressed small local grading stations 
made necessary a major adjustment of policy which the 
directors were reluctant to make. Instead, in 19359, they 
liquidated the business. Nevertheless, even after sacri- 
ficing its plant and equipment it was 100 per cent sol- 
vent. Mistakes were made in this society: its financial 
set-up was weak, its membership control was unwieldy. 

Nevertheless, it left as its legacy a vastly improved 

poultry industry and the tradition of grades and stand- 

ards in production. In potato marketing, and later in 
hog marketing, the farmers of Prince Edward Tsland were 
among the first in Canada to adopt grades and policies 

of rigid inspection, The educational work of cooperat- 

ives has left its mark here. 

f “after the first world war there was a great wave of 
cooperative enthusiasm, The success of the egg and 
poultry cooperative, combined with dissatisfaction with 
marketing practices then prevailing, led to the organiz- 
ation of an ambitious plan for the marketing of all 

products of Island farms. This was the formation in 
Charlottetown of the Canadian Farm Procucts Limited, a 
joint stock company under dominion charter, which was 
intended eventually to be a super-cooperative covering 


all of the maritime provinces. While a joint stock 
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company, its by-laws provided for reserves and an educa- 
. tional fund and limited interest on capital and patronage 
rebates. Over 3,500 farmers joined this organization. 
Seven or eight other cooperative stores were formed in 
different parts of the Island. The enthusiasm was short 
lived, however. In less than two years Canadian Farm 
Products had failed. The other stores failed one by one. 
Inexperienced management, inadequate financing, possibly 
the postwar fall in prices and over-optimism seem to have 
been the causes of this cooperative disaster. Cooperation 
in Prince Edward Island suffered a blow from these fail- 
ures. It took almost a generation before the cooperative 
movement regained confidence and status in the eyes of the 
people of Prince Edward Island. 

"In the twenties two cooperatives developed, one for 
the marketing of potatoes the other for the marketing of 
livestock. Both organizations have had hectic and stormy 
careers. It is always difficult to analyse a contemporary 
development, but it seems that in these two organizations 
the cooperative approach has been subordinated, and that 
they follow pretty much the ordinary trade practices and 
policies of the day. They differ from both a private 
business and a cooperative in that no one seems to own 
them; nor is there any direct member-responsibility or 
participation in their financing. Member control is 
practically non-existent. They are mentioned here for 
completeness in the historical conan 

"The first fisherments cooperative of which there is 
record in Canada was formed in Tignish, Prince Edward 
Island, in 1924. (Canada Year Book, 1943-44, p.539). 
That same year the Island legislature passed an Act per- 


mitting the incorporation of fishermen'ts unions. tome 
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thirty unions in all received charters, but only half of 
that number really functioned at all successfully. The 
law as passed was loosely drawn, and in 1944 seven of the 
most successful fishermen's unions became incorporated 
under the general Co-operative Associations Act. 

"Cooperation among fishermen has had spectacular re- 
Sults. Time after time the organization of a fisherments 
union has been followed by a rise in the price of lobsters 
from two to as high as five cents a pound. Other fish has 
had corresponding increases in price. 

"One of the most remarkable cases of the influence of 
cooperation as a factor in lifting a depressed community 
from the depths of poverty is found in the little fishing 
Village of North Rustico. Of course cooperation was not 
the only factor. There was leadership of the highest 
order. But without the cooperative tools to focus this 
leadership and to insure that the people got everything 
which they produced, this community development would not 
have been possible. 

"In North Rustico where 70 per cent of the children 
had a positive reaction to the tuberculin test, where 75 
per cent of the families were on relief and where malnu-— 
trition and suffering were commonplace, a program of 
Study beginning in 1936 led eventually to the formation of 
&@ credit union, a fisherments union and a cooperative 
Store. Today North Rustico, while not wealthy, is relativ- 
ely prosperous. In addition to controlling their own 
eredit, marketing and purchasing, the people of this 
community have built a modern five-department school, with 
the most modern equipment, including radio in each class- 
room, domestic science and manual training. This building 


also contains a community hall seating five hundred people 
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and having bowling alleys and recreational facilities in 
the basement. They have a garden project for fresh 
vegetables and a dozen or more other programs for community 
development. . 

"Cooperation: in Prince Edward Island has been effect- 
ive in fairly prosperous as well as in depressed communi- 
ties. Three other cases--those of Morell, Wellington and 
Tignish--should be desoribea in detail to show how, through 
the development of cooperatives, a sound and healthy com- 
munity life has been fostered. Considerations of space 
will prevent the inclusion of this case material, valuable 
as it is in demonstrating the effect of cooperation in 
local community building in Prince RBdward Island. A 
Special witness qualified to deal with the case of Morell 
will be called. 

"The cooperative history of Prince Edward Island 
Shows that cooperatives definitely had a beneficial effect 
in educating the producer to turn out a product of improv- 
ed quality. It built up the dairy and the poultry indus- 
tries. ° Cooperatives also had a marked effect in improving 
the quality of potatoes and hogs. Consumer cooperation 
in its inception had rather unhappy consequences. part 
of the trouble undoubtedly was due to an inadequate legal 
“Setup. Forcing them to incorporate as joint stock compa- 
nies, the law did not hold the early cooperatives to true 
cooperative practices. The financial‘basis in particular 
was faulty. Capital was usually inadequate, reserves 
were forgotten in good times, proper bookkeeping was 
hever insisted upon and member control was remote This 
is not to say that you can legislate good cooperatives 
into being, or keep them in operation. But it does point 


to the fact that unless there is suitable legislation and 
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supervision, a cooperative has little chance of permanent 
success. 
"fhe Co-operative Associations Act of 1938 

"An educational campaign set the stage for the Co- 
operative Associations Act. In Prince Fdward Island a 
program of adult education was carried on under the leader- 
ship of a non-partisan, non-sectarian adult education 
league, financed and encouraged by the government. Its 
program was patterned after that of the movement which 
got its leadership from Antigonish, Nova Scotia. The 
fundamentals of this program are familiar: adult study 
clubs formed to study programs of community betterment 
and leading to the formation of credit unions, coopera- 
tives and other projects designed to improve economic 
conditions in local communities. The adult education 
league was organized in 1936. A credit union law was 
passed the same year. Within two years over three hun- 
dred study clubs were functioning hin the province. the 
number decreased, however, after the beginning of the 
war. <A number of credit unions were organized in 1936 
and 1937 and the need was seen of having a sound co- 
operative law if this movement was to continue its 
advance. The legislature was approached and in 1938 
the Co-operative Associations Act was passed. 

"This Act was modelled after what seemed to be the 
best acts in Canada. The Saskatchewan Act was drawn 
upon heavily. The Co-operative Union of Canada was con- 
Sulted and United States experience was utilized. It was 
the intention of the framers to incorporate in the Act, 
and in the standard by-laws approved by the govemment, 
everything that a century of experience had shown 


essential to the successful operation of cooperatives. 
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The Rochdale principles were insisted upon. For example, 
Article III of the by-laws provides that business shall be 
carried on according to the following principles: 

(1) One vote for each member only, and no proxy voting; 

(2) Interest paid on capital at not more than five per 

cent per annum; 

(3) The difference between the net cost price and the 
net distributing price after paying overhead cost, 
and setting aside reserves shall be returned to 
members as savings returns in proportion to their 
patronage, or used collectively for social pur- 
poses, if members so desire; 

(4) Unlimited membership; 
5) Political, religious and social neutrality; 
(6) Business on a cash basis. 

"Proper auditing, accounting and bonding were requir- 
ed and a government auditor appointed to see to it that the 
provisions of the law were followed. 

"A oopy of the Act and the Standard By-Laws are being 
available for examination, so that an extended analysis of 
the Act will not be made here. The question of the dis- 
posal of the earnings of an association incorporated under 
the Act is pertinent to the inquiry, however, and this is 
covered in section 30 of the Act. A quotation from sub- 
sections (1) and (2) covers this point; the other subsec- 
tions of section 30 provide for exceptional circumstances 

which might arise. | 
'(1) The directors shall apportion the surplus aris- 
ing from the business of the association as 
follows: | 
(a) by setting aside not less than ten per cent 


-of the net surplus for a reserve fund until 
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an amount has accumulated in such fund equal to 
at least thirty per cent of the paid-up capital 
stock; 

(b) By setting aside not exceeding five per cent of 
the net surplus for cooperative education or 
welfare fund; 

(c) by paying interest on the paid-up capital stock 
at a rate not exceeding five per cent per annum. 

'(2) The remainder of the surplus shall be divided among 
the patrons and shareholders in proportion to the 
volume of business which they have done with the 
association.' 

"The Act is not foolproof; no one pretends that it is. 
It is still possible to have cooperative failures as long 
as we have imperfect human beings. In a cooperative where 
the members exercise a reasonable amount of care, and with 
the safeguards afforded by the legislation, there should 
be every prospect of success. Moreover, the supervisor 
of cooperatives will not recommend that a charter be grant- 
ed unless sufficient capital has been subscribed to carry 
on the type of business proposed. 

"The present cooperative development in Prince HRdward 
Island is relatively recent. The Credit Union was the 
first type to develop, growing out of an intensive study 
Club program. And while the present cooperative ee 
ment is still relatively small, it has had its es a 


growth since 1943. 
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| 
\ 
| "TABLE I: Number of Societies, Members and Per 
Cent of the Total Population, Prince 
Edward Island Co-operative Associa- 
tions and Credit Unions, 1938-1944, (1) 
Total Per cent 
Year Co-operatives Credit Unions member- of total 
ship population 
Number Members Number Members 
1938 -- --- 38 Oo, 077 a ,o77 3.8 
1939 4 325 Ad) poo G ex | (5 O56 5.4 
1940 6 700 46 0,013 BOS 6.4 
1941 4 848 45 9,959 6,387 6.8 
1942 7 1,242 45 2, 080 6,822 ay: 
1943 8 1,924 47 6,116 68,058 8.6 
1944 -- --- 50 6,754 --- --- 


(1) Sources: 


a 


Reports of the P. E, I. Department of 
Agriculture, 1939-1943 


Reports of the P.H.I. Inspector of Credit 
Unions, 1938-1944, 


"Table I shows the total growth in societies and 


membership in the cooperatives and credit unions of Prince 


Edward Island, 


operatives grew from four in 1939 to eight in 1943, 


According to Table I, the number of co- 


Credit 


unions rose from thirty-eight in 1938 to fifty in 1944, 


Membership in cooperative societies increased from 325 in 


their first year of operation to 1,942 in the last year 


for which we have statistics, 


rose from 3,577 in 1938 to 6,754 in 1944, 


Credit union membership 


The last 


column showing the percentage of total population having 


membership in cooperatives, shows a rise from 3.8 per 


cent in 1938 to 8.6 per cent in 1943, 


While there is 


some Overlapping in the total figures, this percentage 


understates rather than Overstates the percentage of the 
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population belonging to cooperatives; many of these member- 
ships are family memberships rather than individual member- 
ships. Moreover, taking the total population of Prince 
Edward Island, including children as well as old people, 
more than one in twelve of the entire population belong to 
cooperatives. If we consider the qualifications of family 
membership alone, it would probably be more true to say 
that one in every sever or eight people in Prince Edward 
Island belongs to a cooperative. 

“TABLE II: Growth in Total Assets, Prince Edward 


Island Co-operative Associations and 
Credit Unions, 1938-1944 (1) 


Year Credit Unions Co-operatives 
1938 : Ae), ne Wi sce he, 
1939 2 ey As § 20,488 
1940 87 ,497 44,2537 
1941 99,646 62,273 
1942 126 , 664 55,640 
1943 207 ,O81 113,664 
1944 iat ey 0) ae ae BACNET a5. 332 


ae ee 


oe 


ee ee LS TC TT 


(1) Sources: Reports of the P. E. I. Department of 
Agriculture, 1939-1943; 


Reports of the P. E. I. Inspector of 
Credit Unions, 1938-1944. 


"The total assets of Prince Edward Island cooperatives 
and credit unions having membership in the Co-operative 
Union, are set forth in Table II. [In this table we can 
see a growth in credit union assets from $357,000 in 1958 
to $334,000 in 1944. The total assets of these coopera- 
tive associations rose from 20,000 in 1939 to $113,600 
in 1943. From these figures we can see that while growth 


was retarded at the beginning of the war, it has been 


a a 
hs ing h Peon mean Oe 


oo ax 
“pase 


wi Rae 2 / ia 


4 . 


1 Ld 4 DS : aa ; iT 
Od See Src 
+7 “mane Te oct 

Gl 


-16 ~4015- Mr. Croteau 


relatively rapid in the past two years. 


"TABLE III: Prince Edward Island co-operative 
Associations Total Reserves, Cap- 
ital and Earnings, 1939-1943 (1) 


Year Reserves Capital — Earnings 
1939 $ 209 & 7,908 ---- 

1940 1,949 21,446 # 1,163 
1941 6,462 30,492 7,819 
1942 13,460 15,091 9,794 
1943 29,683 48 , 337 19,698 


(1) Sources: Reports of the P. E. I. Department of 
Agriculture, 1939-1943. 


“Table III shows the total reserves, capital and earn- 
ings of Prince Edward Island Co-operative associations from 
1939 to 1943. Capital rose from around $8,000 in 1959 to 
#48,000 in 1943. Reserves increased from $209 in 1939 to 
$29,683 in 1943. The decline in capital in 1942 was due 
to the failure of one cooperative society. 
| "Rarnings rose at a relatively rapid rate froma 
little over $1,000 in 1940 to almost $20,000 in 1943. 

These figures would tend to show that the earings of the 
cooperative societies are being reinvested in the business 
and that financing is taking place partly through the 
subscription of new capital and partly through the accumu- 
lation of reserves. 

"Exhibit A, placed as an appendix to this brief, is 
a consolidated balance sheet and a consolidated profit 
and loss statement of the seven cooperative associations 
reporting for the fiscal year which ended on January 31, 
1944, 

"Exhibit B is a consolidated balance sheet and a 


consolidated profit and loss statement of the fifty 
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Prince Edward Island credit unions reporting on September 
30, 1944, It will not be necessary to review these fig- 
ures in detail in this brief. 

"Exhibit C is a list of the cooperative associations 
incorporated on January dl, 1944, with the location, the 
number of members and the capital of each. They are 
classified as producer or consumer, but there is not a 
tight distinction, as the consumer societies market their 
members' goods and the producer societies sell certain 


goods to their members, 


"The Provincial Income Tax Act 
"Little need be said of the Provincial Income Tax 
Act or the former policy of provincial tax officials in 
regard to the taxation of cooperatives. Cooperatives 
have never paid income tax to the provincial government. 
In fact, when the Income Tax Act was revised in 1938, the 
Dominion Act was followed almost to the letter. Section 
4, clause (p) of the Prince Fdward Island Income Tax Act 
follows section 4, clause (p) of the Dominion Act, almost 
word for word; except that where the Dominion Act says 
"members or shareholders", the Provincial Act says 
"members" only. During the year preceding the war the 
Dominion Income Tax Department collected the Provincial 
income tax. Cooperatives were not taxed under this 


arrangement. 


"Policy of the Prince Edward Island Division 
of the Income Tax Department in regard to 
the Taxation of Cooperatives — 


"Officials of the Prince Edward Island division of 
the Income Tax Department were interviewed in regard to 
their policy of taxing cooperatives. They stated that 


in the past cooperatives had never been taxed if they 
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had not done mo re than 20 per cent of their business with 
non-members. As far as could be determined, no business 
incorporated under the Co-operative Associations Act, had 
ever paid any income tax in Prince Hdward Island. However, 
it is understood that they were investigating the 1943 
income of a number of cooperatives. They stated that they 
plan to tax them on all reserves, except permitted depre- 
ciation deductions. Even if the provincial law requires 
certain reserves, it is the opinion of these officials 
that such reserves are taxable. Possibly also patronage 
dividends will be subject to income taxation. They also 
say that all stores, not patronised principally by primary 
producers, will be subject to income tax, according to 
their interpretation of section 4 (p). According to their 
interpretation, if there is any processing by an organiza- 
tion, it is to be regarded as any ordinary business, and 
not aS a cooperative. 

"Credit unions they regarded as definitely exempt 
from income taxes. It would seem that their interpretations 
are based upon an income tax service, rather than any 
official departmental rulings. Undoubtedly, however, the 
future policy of this division will follow the findings 
of this Commission and the subsequent decisions of 
parliament. 

"Conclusion 

tat this stage of the Commissionts inquiry it will 
not be necessary to go into any theoretical or.ideologic- 
al arguments in favour of the exemption of cooperatives 
from the payment of income taxes. Such arguments have 
been presented by the Co-operative Union of Canada and 
by responsible cooperative groups from coast to coast. 


The Co-operative Union of Prince Edward Island concurs 
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fully with these submissions. This brief has been histor- 
jeal and factual, It has endeavoured to inform the Com- 
mission about the facts of the cooperative movement in 
Prince Edward Island. Behind these dry facts live the 
hopes and aspirations of the common people .of the Island, 
striving to secure through their humble efforts, a just, 
secure and equitable economic and social system. 


"Respectfully submitted." 


MR. FRANCIS: You might file the official reports, 
with the annual report of the Inspector of Credit Unions 
for Prince Edward Island. We have five copies available. 
There is a report of the Department of Agriculture, and 
we have the official report on cooperative development. 
In the brief reference was made to the Wellington Co- 
operative, the North Rustico district, and the Morell 
district. With regard to the Wellington Co-operative, a 
study was prepared by Doctor Croteau and Mr. J. G. Denis, 
who is supervisor of cooperatives and the inspector of 
credit unions. This is a joint study of the Wellington 
Co-operative, a very thorough one and one that is of 
great interest to the Commission. We would like to file 
that document. With regard to North Rustico, an interest- 
ing and rather comprehensive report on the development 
there has been published by the Adult Education League of 
Prince Edward Island and we would like to file copies of 
that to supplement the main brief. With regard to 
Morell, we propose to call a witness who is very familiar 
with the developments in that district in order that he 
may be available for questioning by the Commissioners and 
by others interested, in regard to any tees in the 


rural communities. 
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BY MR. PARKER: 

Q. Doctor, I take it that you had a-large part in 
the preparation of this document you have just read? 
A. Yese 

Q. A good deal of the phraseology is your own? 
A. Yes. 

Q. And the views expressed therein, in so far as 
they consist of argument rather than definite statements 
of fact, are your personal views, or are they the views 
of your directors? A. Well, they are mine and the dir- 
ectors'. We are all agreed. 

Q. How many of the individual members who make up 
the fifteen member Societies hold these views? Have you 
any knowledge of that? A. It is hard to answer a ques- 
tion like that. 

Q.- I do not expect you to be exact, but you are safe 
in saying that any considerable number of the members hold 
these views? A. I would say they are pretty generally 
held. 

Q. You say that by reason of your general knowledge 
of the communities in the province of Prince Edward 
Island? A. Yes. 

Q. Are you a native of Prince Edward Island? 

A. No. 

Q. Where are you from originally? A. Massachu- 
setts. 

Q. How long have you been a resident of Prince 
Edward Island? A. Twelve years. 

Q. In the scholastic field? A. Yes. 

Q. You have read the order in council under which 
this Commission is directed to investigate the subject 
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Q. And you are aware it deals primarily with taxa- 
tion? A. Yes. 

Q- Will you tell me where I can find in the brief 
what your recommendations are, if any, on that point? Have 
you suggestions to make as to any changes in the present 
law or are you satisfied with the law as it exists? 

A. Well -- 

Q- AS a matter of fact, you do not make any recom- 
mendations? A. No. Generally we subscribe to the posi- 
tion taken by the Co-operative Union. 

Q. What is that? A. The argument. AS to sugges- 
tions, of course they will be taken up later. 

Q.- But do you know what the recommendations are, if 
any? How can you say you agree with the recommendations if 
you do not know what they are? 

MR. FRANCIS: He agrees with the general submission 
maae by Mr. Good, but the recommendations are being pre- 
pared. 

BY MR. PARKER: 

Q- Do you know what those are? A. Not personally. 

Q. Are you in a position to speak personally or on 
behalf of the people you represent, or have you any 
Suggestions to give to the Commission, on the question of 
taxation? A. Generally the point, I understand, is that 
it is a question of income tax, and the cooperative point 
of view is that they do not make any income and therefore 
there is nothing to tax. It is not a very subtle argu- 
ment, but that is the contention. 

Q- You say they do not make profits and therefore 
Should not pay income tax. Is that a fair way of stating 
your views? A. Yea. 


Q- You are familiar with section 4 (p) of the Income 
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Tax Act? A. Yes. 

Q. Do you understand the position to be such that 
the cooperatives whom you represent could get along very 
well without resorting to section 4 (p) -- that is, that 
they do not require statutory exemption because, in fact, 
they make no profits; or do you rely on section 4 (p)? 

A. As I understand it, taking that legal ground, 4 (p) 
was never necessary in the first place. 

Q. Let us get this straight, whether this is only 
your own personal view? Are you of opinion that 4 (p) is 
quite unnecessary? As Yes, 

Q. And speaking in your capacity as secretary- 
treasurer, have you any objection to 4 (p) being repealed, 
since you rely on the position that cooperatives, from the 
very nature of their business, are not taxable? 

&. As far as that goes, but it might lead into deep water. 

Q. Well, sooner or later we all have to swim in deep 
water. Perhaps you do not want to pursue that further. 

I notice you have set out at considerable length what [I 
might call the social or community benefits that flow to 
the community as a result of these enterprises. [In fact, 
your brief is largely a summation of those benefits? 

A. Yes. 

Q. Let us assume for the sake of argument, though [I 
do not formally admit it, that all you say is true. [Let 
us admit all that you say. Would you take the position 
that because of all that, they should be treated more 
leniently in taxation than other people doing business in 
the community who do not carry on in that way? Would you 
make a distinction so far as taxation is concerned? 

A. I suppose it is a question of justice first of all, 


that they should be treated equally from that point of 
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view, and then the question arises as to the common good, 
It might be done through taxation, it might be done 
through education as a social instrument, or in other 
ways. 

THE CHAIRMAN: Is it your opinion that a good citizen 
ghould be taxed on a different basis from a bad citizen? 

THE WITNESS: No. 

BY MR. PARKER: 
Q. It has been suggested, if I correctly interpret 
the argument placed before the Commission in one locality, 
that by reason of these good works, as I may call them, 
educational, uplifting and what not, recreation centres, 
schools and so on, even if a cooperative did make profits 
it should bear a lower tax than ordinary businesses who 
did not carry on Similar good works. ‘o you agree with 
that suggestion? A. No. There should be equality of 
Sein dt on 2 I would say. 

Q. Are you prepared to vouch for all the facts 
alleged in the brief? As  ¥Os. 

Q. There are one or two to which I wish to call your 
attention. Let us begin with the first page. You say: 
"Tt is an educational program, a group effort designed 
to buidd individual and community responsibility." That, 
I take it, is your definition of the primary purpose of 
cooperatives? A. Yes, but I do not know that it is 
the primary purpose. 

Q. You say it 18 an educational program or a group 
effort designed to build individual and community res- 
ponsibility? A. It is more than a business system. 

It is a business system plus. 
Q. It is a business system plus these other things? 
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Q. I suggest to you that the primary purpose of the 


— 


cooperative movement in any community, for example in 


Prince Edward Island of which you have knowledge, is that 
those who participate in it shall get more for the produce 
which they sell on the market or, if they wish to buy 
things, they may get them at a cheaper price than they 
otherwise would. I suggest that is the primary purpose. 
What do you say. A. Idontt know if the distinction is 
important. Perhaps it is important. 

Q- Was not that the primary purpose involved in the 
Rochdale principles? A. I do not know. 

Q. Because of the conditions in which the pioneers 
found themselves? A. I doubt if you would get all this 
voluntary effort unless people saw something more than 
that in it. 

Q. I am not suggesting that that is all there is in 
it, but I am suggesting that it was the original idea, the 
primary motive that launched the whole movement, and that 
all that I have chosen to describe as good works are out- 
growths; that is to say, they are incidental and secondary 
benefits that have naturally followed in the wake of that 
primary purpose? A. Well, they start with business, 

Q- Do you agree with my suggestion or do you dis- 
agree? Am I right or am I wrong? A. JI don't know. Per- 
haps if we had the same concept of primary purpose we might 
agree. AS it is, perhaps we disagree. 

Q. From your standpoint. But is that what you 
understand the primary purpose of the Rochdale principles 
to have been as the movement began in England? -- because 
you were not living in England in 1844, A. I do not 
know. The primary purpose of cooperatives as well as of 


Other undertakings is, I presume, to look for a better 
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way of life, a better way of distributing goods to every- 
one. But that is only incidental to a lot of other 
things. 

qa» But is not that true of other people than co- 
operatives? A. Perhaps it is. 

Q- They are all seeking a better way of life. [sntt 
it true of business generally? A. Perhaps. 

Q- We will let that go. Let us FO On & Dit. You 
say you looked over the field and took in fifteen societies 
you thought were qualified and you found a great many more 
so-called cooperatives who for one reason or another could 
not qualify. Tell me on what basis you decided that one 
was fit to qualify and another was not? A. The basis 
was whether they were incorporated under the Co-operative 
Societies Act. 

Q- It was a question of the Act under which they got 
their charter? A. To qualify under the Co-operative 
Societies Act they have to have enough capital, for in- 
stance, 

Q- You took as your measuring rod incorporation under 
the Act and admitted those who had become incorporated 
under the Prince Edward Island Co-operative Associations 
Act? A. Yes. 

Q- Plus the credit union league? &. Yes, 

Q- Did you examine into their financial structure 
and their method of doing business, the sources from 
which they got their receipts and to whom and in what man- 
ner they made their disbursements, to see if they were 
qualified? Did you examine into all that to test their 
qualifications? A. In Wellington we made a fairly 
exhaustive study. 


Q- But the fifteen that you took in? A. We relied 
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on the fact that they satisfied the government require- 
ments. 

Q. You never’ examined into the affairs of each to see 
how they were living up to those requirements? A. NOec 

THE CHAIRMAN: Did your association follow up to see 
whether they adhered to the cooperative principles that you 
speak of? 

' THE WITNESS: We have what we regard as a very 
efficient supervisor and he examines them. 

THE CHAIRMAN: How frequently? 

THE WITNHSS: Practically continuously. 

THE CHATRMAN: What would happen if you found one of 
your member associations departing from cooperative prin- 
ciples? Would you expel him? 

THE WITNESS: If it were serious they would lose their 
charter and be expelled automatically, but we try to help 
them come back. It would be an educational question. 

BY MR. PARKER: 

Q- Would your union expel them from membership? 

A. We would try to improve their association first of 
all. 

Q. Have you examined into their Operations to see 
if they are complying with your ideas of what a true co- 
operative is? A. Some of them. 

Q- How many? A. Well, we have the annual report 
of course. 

Q.- Whose business in the union is it to examine the 
annual reports, to analyse them and understand them in 
Order to find out if these people are living up to true 
cooperative methods of doing business? Is that your job? 
A. It has only been going about a year. 


Q.- In forming this union you found a lot of people 
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who according to your standards were not qualified to be- 
_come members of the union? A. Yes. 

Q- Gan you give me one or two samples of those who 
were rejected, and state why you rejected them? 
A. They were not rejected. 

Q. They were not invited perhaps? A. That would 
be a better way of putting it. 

Q. Why were they not invited? A. Because we adopt- 
ed that clear-cut, simple criterion of incorporation. 

THE CHAIRMAN: Was it because they sold more than 20 
per cent outside the membership? 

THE WITNESS: I dontt think so, 

THE CHAIRMAN: Was that the test you applied? 

THE WITNESS: There is no way of finding out. 

THE CHAIRMAN: I am bringing you back to sectiom 4 
(p) 

THE WITNESS: They just deal with their members in 
small groups and I don't think that would enter into it. 

BY MR. «»aRNASON: 

Q. In deciding not to consider these organizations 
for membership, was one of your reasons the fact that 
under their charter of incorporation it was not altogether 
clear whether they were compelled by the provisions of the 
charter to comply with what you understood to be cooper- 
ative principles? It was difficult to find out whether 
they were complying with those principles? A. That is 
true. There is no inspection or control of these 
organizations at all. 

Q. Would it be one of the objectives of your union 
to try to help these organizations gradually to get on 
what you would consider a more cooperative basis? 


A. We hope to get them to incorporate under this Act. 
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BY MR. PARKER: 

Q. That is part of your propaganda. Further down you 
speak of a number of informal buying groups, farmers’ 
institutes and so on operating along cooperative lines. 
What are these various institutions that operate on co- 
operative lines and yet are not in your union? What is 
their status in the community? A. A small group of farm- 
ers may get together and buy a carload of feeds. 

Q. iIsntt that a true cooperative? A. Yos, but it 
is an ephemeral sort of thing. It is organized and then 
gone; there is no permanency about it. 


Q. That is the type of thing you were speaking of? 


THE CHAIRMAN: Do you consider that incorporation is 
essential to a successful cooperative? 

THE WITNESS: Incorporation under our Act. 

THE CHAIRMAN: Thereby becoming a legal body apart 
from its members? 

THE WITNESS: Not because of the legal question purely 
but because our Act holds them to the cooperative prin- 
ciples. 

THE CHAIRMAN: Of course, you know the advantage you 
get from the incorporation? 

THE WITNESS: Yes. 

TH 


by 


CHAIRMAN: What is the main advantage? 

THE WITNESS: Limited liability. 

BY MR. PARKER: 

Q. You seem to know something about the law relating 
to the incorporation of these societies. Do you know of 
any law in the land that prohibits a group of men from 
carrying on a cooperative institution without becoming 


incorporated under the Act? Do.you know of any such law? 
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You either do or you don't. A» There is no such law; 
but they are prohibited from using the word cooperative. 

Q. But that does not prevent them from being in ess- 
ence a cooperative business. It does not prevent them 
from carrying on a cooperative business? A. No. 

THE CHAIRMAN: It makes it more difficult, that is 
all? 

THE WITNESS: Yes. 

BY MR. ELLIOTT: 

9. Referring to the first page, I am not clear whether 
you consider it necessary that an association should be in- 
corporated before it can operate in accordance with true 
cooperative principles. A. Some of them start in an 
informal way and gradually work up. In fact, that is the 
incentive. 

Q. Are those that are informally constituted operating, 
or may they be operating, in accordance with true coopera- 
tive principles as you understand them? A. Yes. 

Q.- So that although they are not incorporated it 
does not necessarily follow that they are not true co- 
operatives? Some of them are not well financed. suppose 
an association is not well financed; does that mean that 
it is necessarily departing from cooperative principles? 
A. It prevents them from buying for cash, which is neces- 
sary. 

Q- That is what you have in mind? A+ Ye@S. 

BY MR. PARKER: 

g- At the bottom of the page you say that there are 
certain marketing groups which are incorporated under 
Special acts and which do in the aggregate a large amount 
of business, and you say that these are not represented 


by the Sooperative Union. What societies are you talking 
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about, cooperative societies or ordinary business concerns? 
A. Cooperatives, I guess. They started as cooperatives. 
Q. And why are they not in the Union,: because they 
were not incorporated?. <A. Yes. 

Q. Do you know whether they pay income taxes? 

A. I doubt it very much, but I do not know. 

Q. Iwish to ask you a question in regard to the 
first paragraph on page two. You make a general statement 
about credit union leagues. Do you know whether the 
credit unions carry insurance? po they have their loans 
insured or do they carry some species of life insurance? 
A. Some do. 

Q. Are you familiar with the details of that? 

A. Yes. 

Q. What two types of insurance do they carry on? 
A. Sales insurance and loan protection. 

Q. I mean the credit unions. If there is someone 
else who knows the details I will not put these questions 
to you. A. There is share insurance which roughly 
doubles the amount of shares put in the credit union up 
to the age of fifty-five and decreasing the amount after 
that, and there is loan protection insurance which in- 
sures the amount of the loan up to sixty-five. 

Q. Who pays the premium on it? A. The credit 
union, 

Q- Where does the credit union get the funds to pay 
the premium? A. From its hassauaes 

Q.- And where does it get its revenues? A. From 
interest paid on loans and investments. 

Q- I thought the primary purpose of the credit union 
was to receive deposits, some amount of share capital for 


the purpose of having money available to lend to needy 
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members? A. That is the primary purpose. 

Q.- But you carry these members! life insurance, not 
so much the loan account but insurance; I am talking about 
life insurance. How does that help the needy person who 
‘wants to borrow money on easy terms? A. It does not 
really, but it gives him a little more security. 

Q.- But it does not help such persons, when they are 
in need, to borrow money any easier than in any other 
Shape or form? A. NO. 

Q- With what companies is this insurance placed? 

A. With CUNA. 

Q- Is that a cooperative body? A. The credit unions 
in the province are federated into a league and the various 
leagues are federated into the credit union international 
association and they own the CUNA society. 

Q.- Which is a foreign body? A. It is registered in 
Canada. 

Q. With head office in the United States? 

A. There is an office: in Hamilton and one in Wisconsin. 
BY MR. ARNASON: 

Q- Would you say that the provision for share and 
deposit Suawianve tends to encourage members to increase 
their savings? A. Definitely, yes. 

Q- Would you say further that this fact in itself 
may help members in their borrowings in view of the fact 
that there will be a large fund from which to borrow? 

A. Yes. I suppose, looking at it that way, it would, 
BY MR. PARKE 

2- In addition to the loans which the credit unions 
make to members, do they make loans to anyone else? 
A. No; that is forbidden by law. 


m 


Q- Do they make investments? A. Yes. 
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Q- In what? A. The bulk of the investments would 
be in governmeng bonds, Victory bonds. 
Q.- <Any loans on mortgage? A. Relatively few. 
qa» The principle is recognized that they are free to 
invest moneys not needed for loaning to needy members? 
They loan to commercial enterprises and they buy bonds, 
private and government? A. Ido not know of a case where 
private bonds have been bought. 
Q- Have they invested in other than government bonds? 
A. A few have put a little money in the provincial treas- 
ury of Prince Edward Island, which accepts deposits. Asa 
matter of fact the provincial government generally invests 
that in government bonds, so that it soes in Victory bonds 
anyway « 

BY MR. VAUGHAN: 
Q- What percentage of these funds is loaned back to 
members and what percentage is invested in other ways? 
A. You will notice in exhibit B we have a balance sheet 
and out of a total of $334,000 of assets loans to members 
amount to $157,000. 

BY MR. PARKER: 
Q. That was the amount of loans outstanding at that 
date? As, YOS. 
Q.- And investments amount to $126,000. go that the 
proportions are, loans to members $157,000 and investments 
$126,000? A. That is mostly Victory bonds. 
Q. At the bottom of aud two you give us a little 
historical story of what happened in the 1890's. You say: 
"These factories were cooperative in spirit.‘'' We are 
Tather realistic here; we are not intercsted in what their 
spirit was but in the facts. Do you know how they were 


operated? Get down to brass tacks. How did they raise 
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share capital? What did they do with their receipts? 
A. They sold stock largely to patrons and people in the 
area, 

Q. Did you examine their by-laws, charters and 
financial statements so as to give this summary? 
A. I got this summary from old files of the United Farmers 


Guide. 


Q. Then you say: ‘Patronage dividends were common; 
the rule of one man, one vote was observed, even though it 
was not always provided for in the by-laws." J do not 
know what that means. However, you continue; “Unfortunat- 
ely, under the legal requirements of that time these 
factories were incorporated as joint stock companies.” 
What is the meaning of that? A. That it was unfortunate 
we did not have a Co-operative Societies Act at that time. 

Q. Gould they not be cooperative enterprises without 
that? A. Most of them were at the beginning, but 
gradually -- 

Q- ‘--they fell from grace, cooperative grace? 
A. I don't know whether they had original Sin to start 
with. 

Q. At the present time almost all the dairy companies 
are operated as ordinary joint stock companies. That is a 
statement you make in your brief, and then you say: "Ina 
few the original ownership is lost completely and they 
operate as cooperatives, distribute patronage dividends 
and have producer control. No one knows who owns then, 
however." Can you tell me what kind of institution that 
is? A. It is an odd condition, I admit. 

THE CHAIRMAN: Those are the fallen an:vels? 

THE WITNESS: It is a fact, though. They just meet 


and elect directors. 
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BY MR. FARKER: 

Q. You say they just mect and elect directors. Who 
meet? A. The patrons, the people in the area. 

Q. Well, we have established that there are patrons. 
Are there shareholders? A. The records are all lost. 
The men have died or moved away. 

Q. And no one can be found who claims to be a Share- 
holder? 

BY MR. ARNASON: 

Q. Is it your view, or would you care to express an 
opinion as to whether one of the main problems which con- 
fronted these organizations from the standpoint of main- 
taining them as cooperatives, was due to the fact that they 
were organized as joint stock companies while there was no 
provision for repurchase of shares so that the ownership 
through shares could not be maintained? Was that one? 

Aw ASS, 
BY MR. PARKER: 

Q. How do you know that was one? Dontt say yes to 
everything suggested to you. How do you know? Aa, Tne 
facts point to that. 

Q. Where do you find them? A. Take one company 
for instance and try to trace the ownership. 

Q. Have you done that? Aa TAs, 

Q. And have you found that is what happened, as you 
have told Gommissioner Arnason? 4. That was a guestion 
of opinion. Mr. Arnason asked me and I agreed. 

9. What is your opinion based on? Opinions are based 
on facts usually, are they not? Ae The opinion is based 
on this. 4 man buys a share of stock and then moves away 
or he dies, and then something happens to the minute book, 


it is lost and ownership disappears. 
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Q.- In your case if a man dies leaving a share of 
stock, does not someone become owner of it under the laws 
of Prince Edward Island, as well as in every civilized 
country? Why do you say there is no ownership? 

A. Perhaps the heirs do not know he has stock. 

4. That does not make him any the less owner? 

A. No, but it makes ownership impossible of ascertain- 
ment. 

Q. On page three you say: "This movement of the 
1890's and 1900's, cooperative in spirit, built a strong 
dairy industry in the province." How do you know that 


statement is true? A. You can get statistics on milk 


production and trace the tremendous increase from 1890 to 


Paw! « 


Q. Do you exclude all other possible factors and 
attribute it all to the cooperative spirit? Aon AG < 
There was an educational movement, of course. The Depart- 
ment of Agriculture helped. 

Q. Government intervention, government education, 
perhaps government financial aid. Is that right? 

A. I think there were grants, yes. 

Q. These would be some of the things that estab- 
lished a strong dairy industry in the province from the 
2890's on? A. Yes. 

Q. So long as we understand that it was not all due 
to the cooperative spirit. Now take the Prince Edwerd 
Island Egg and Poultry Society. Do you know whether that 
was incorporated? A. Yes, by provincial act, 

Q. It was not cooperative in form? Did it purport 
to be cooperative? A. Oh, yes, definitely. 

Q. May I read to you the marginal note I made on my 


copy of the brief and see whether you agree with me. 
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Here is a case where hard times and lack of government aid 
and advice resulted in cooperative failure. Do you think 
that is a fair way to designate it? A case where hard 
times and lack of government aid and government advice re- 
sulted in cooperative failure. _Is that a fair statement? 
A. They have all kinds of government aid and advice but 
the directors wontt take it. 

Q. I thought the change was due to the withdrawal of 
financial aid. Perhaps it was moral aid? AS ee 
remember meeting the man who had done the work originally. 
He pleaded with the directors not to dissolve the organ- 
ization. 

Q@-.- That was good advice? A. ~¥es, and they did not 
take it. | 

Q- I will say then that it is a case where hard times 
and the refusal to accept government advice resulted in 
failure. Does that suit you better? Do you agree with 
that? A. I don't know. 

Q- What is that cited here for? It is a short history 
of one which was a failure. Is that right or wrong? 

A. I don't know whether it was a failure. 
BY MR. ELLIOTT: 

Q- You mention the weakness of financing through 
collateral notes. Will you explain fully what you mean? 
A. The way they got capital, each farmer signed a note 
and towards the end it was for $25, and they put this in 
the bank and the bank advanced working batter” 

Q- They raised most of their capital in that way? 

A. Yes. 
BY MR. PARKER: 
Q. They never kept back patronage dividends for three 


or five years? A. No. There was no revolving fund. 
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BY MR. ELLIOTT: 

g- You mention that as one of the factors leading to 

their dissolution? A. I think it was a very weak method. 
BY MR. PARKER: 

Q. Come to page four: “After the first world war 
there was a great wave of cooperative enthusiasm. The 
success of the Egg and Poultry Co-operative, combined with 
dissatisfaction with marketing practices then prevailing, 
led to the organization of an ambitious plan for the mar- 
keting of all products of Island farms. This was the for- 
mation in Charlottetown of the Canadian Farm Products 
Limited, a joint stock company under Dominion Charter, 
which was intended eventually to be a super cooperative 
covering all of the Maritime Provinces. While a joint 
stock company, its by-laws provided for reserves and an 
educational fund and limited interest on capital and pat- 
ronage rebates.” JI suggest that this is another failure 
of cooperatives, aE aa for somewhat different reasons. 
At any rate, it blew up and was not a success? 

A. Management was a big factor. 

Q- Further on you say: "In the 20's two cooperatives 
developed, one for the marketing of potatoes and the other 
for the marketing of livestock." And you describe them. 
Then you say; “They differ from both 4 private business 
and a cooperative in that no one seems to own them; nor 
is there any direct member responsibility or particiz :tion 
in their financing. Member control id practically non- 
existent.” Is that another failure? A. No; these are 
Still operating. 

qg- You say they differ both from private business and 
from cooperative. What kind of institution are they? 


A. They are an anomalous type. 
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Q- They have no share capital? How do they get their 
money? A. They just sort of go on week by week. 

Q- How did they get started? A. Pretty much on 
faith, as far as I know. 

Q- Have you seen their records? pid they get a 
charter? A. Yes. 

Q- Where? A. From the provincial covernment. 

Q.- Under a private act? A. It was in the 20's. 

@- Does not the special charter say how they are to 
raise their capital? A. It makes provision, but they 
never sold any shares. 

Q- How did they begin business, on credit? 

A. Bank credit. 

Q. Guaranteed by any individual? A» The government 
guaranteed credit for a while. 

a» And they went out and sold potatoes. Where did 
they get the potatoes? A. They got them from the farmers. 

Q- Did they buy from the farmers? Ae They had a 
pool arrangement. The farmers shipped potatoes and so 
much was advanced. 

%- On what terms? A. The company would pay so much 


and at the enc of the pool they accounted for the remain- 


der. 

Q. Did they buy potatoes from the farmers on these 
terms. “We will pay so mich and when we sell we will pay 
SO much more, as much as we can," or did they take tue 


product on a consignment basis and undertake to sell at 
the best price? A. Their methods changed. 

Q- But how did it begin? A. AS far as I under- 
Stand, they would act as agent for the grower and advance 
him so much a bushel, which was under the market price, 


and at the end of the pool period divided it so much. 
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They would settle and pay back the remainder. 

Q- They would pay back the remainder after deduct- 
ing what? A. Working expenses. 

Q- <Any reserves for working capital? A. I suppose 
they kept some. 

Q.- Do you know? That is the meat of the whole thing. 
What did they do with the funds that came into their hands 
after they sold the potatoes on the market? You cannot 
tell us? A. I really could not give a statement on 
that. 

Q. Let us assume they kept back perhaps five cents 
as reserve; did they pay back the entire balance or did 
they hold it for a number of years as working capital? 

Ae Ob, Nos 

Q- They did not do that? A. No. 

Q.- On page five you say: "The first fishermen's co- 
operative of which there is record in Ganada was formed in 
Tignish, Prince Hdward Island, in 1924." A lot of them 
soon ceased to be; they were not a success? A... Some 
had their charter but never began. 

Q.- And a lot more began and did not last very long 
but petered out; "and in 1944 seven of the most successful 
fisherments unions became incorporated under the general 
Co-operative Associations Act." There is a suggestion 
there that the poor success of the fishermen was due to 
the fault of the existing law. I thought the cooperative 
movement was purely voluntary as long as the law did not 
forbid them to do certain things. I thought they were 
free to become as successful as they could; but you 
leave the inference -- perhaps you did not intend it -- 
that their lack of success was due to the faulty position 


of the law? A. No. They say there is an advantage, 
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from the standpoint of supervision and guidance, in the 

Co-operative Associations Act which was not conferred by 
the old Fishermen's Union Act. 

Q. You say: “Cooperation among fishermen has had 
spectacular results. Time after time the organization of 
a fisherments union has been followed by a rise in the 
orice of lobsters from two to as high as five cents a 
pound. Other fish has had corresponding increases in 
price.” What are the dates? A. That happened a number 
of years ago. 

Q. What time? A. In the 30's. 

Q. The early or the late 30's? When was it that 
these advances in the prices of lobster and other fish 
took place? A. That has been the condition since 1924, 
from what I can gather in talking to fishermen. 

Q.- Is it just a general statement or is it based on 
actual facts so that it will mean something? If it is 
just a general statement gathered from general talk with 
people in the country I would like to know. 

; ae I suppose anything I say can be construed as hearsay. 

' Q. Oh, no, because a lot of these documents are in 
your personal knowledge. Ae I have spoken to members of 
unions and that has been the story time after time. After 
incorporation of the local union the local buyer jumps 
With the price. 

Q@. Are you referring to the war years or prior to 
the war? A. No, before the war. | 


BY MR. ELLIOTT: 


Q. Have these statements any relation to some change 
in the buyers, the merchants, or do they relate simply to 
the price the members paid the fishermen? A. It is quite 


4 independent of the market price. The buyer has raised his 
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price. There is a corresponding change in the prevailing 
market price. 

Q. On what sort of evidence is that based? 

4. I have gathered that from talking to members of unions 
time after time. 

Q. It is the same source? Ae I suppose it is ht ar- 
say. 

Q. You have not checked up statistically on any of 
these statements? A. I have no documentary evidence. 

BY MR. PARKER: 

9. Take the village of North Rustico: of what time 
are you speaking? , A. From 1936 on, 

Q. In 1936 these educational matters began? A. Yes. 

Q. And when was the . credit union formed? ee tk © 
was incorporated the first of June, 193’. 

Q. What date are you speaking of when you refer to 
the high incidence of poor health among the people of the 
community? A. That test was taken in 1938, but it may 
have been 1989, 

Q@. Has a test been made since? A. 1938 I think. 

Q@.- Do you know what the percentage is now? 

A. I dontt think there has been any general check-up 
since. 

Q. So that there is nothing whereby one can make a 
comparison? A. That was not put in there for purposes 
of comparison. 

Q. What was it put in for’ ry To indicate the 
general health conditions. 

Q. Have you told us how the general health has been 
improved through the existence of cooperatives? In what 
way has any improvement come about? It is difficult to 


answer that question, is it not? A. Yes. 
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BY MR. ARNASON: 
3. I was wondering whether one of the reasons why you 
put that in was to indicate that the health condition of 
the people was one index to the conditions generally in the 
community, which conditions in turn led to the desire to 
incorporate a cooperative association? A. That was the 
idea, 

Q. You do not know of course, definitely, whether 
conditions have improved, from the standpoint of health, 
since that time? You are referring to the original need 
for some action? A. Since that time they have done a 
lot of things. For instance, they put in a cod liver oil 
plant and the fishermen's union gave so much to the school, 
and things like that. 

BY MR. PARKER: 

Q. I am directing your attention to this so that the 
matter will be clear. When was the modern school built? 
A. Around 1940. 

Q. Do you know that a year or two there might make a 
bit of difference? Ay LI am not sures 

Q. It is a very modern school? JI suggest these things 
were all built during the war period, resulting from the 
improved financial conditions prevailing not only in 
Rustico, but generally everywhere. All sorts of improve- 
ments were taking place as a result of the war and Rustico 
Shared in them. I do not say that the cooperatives uid not 
contribute, but there has been a general condition of 
prosperity? A. They had high prices in world war No. l. 

Q. I .did not get that. A. I say’ that in world 
war No.l the fishermen had high prices too but they did 
not advance after that period. 


Q. Do you know that? Don't guess at it. Do you 
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know about it, or don't you? A. Yes. 

Mk. FRANCIS: My learned friend should not use the 
word guess. The witness is well qualified, he is a stu- 
dent, and I object to that word. 

BY MR. PARKER: ; 

Q. Is it the case or is it not? A. I have forgotten 
what you were talking about. 

Q.- My learned friend has succeeded in his point then.. 
Whatever the cause, these improvements have been built 


during war years? A. Well,at the beginning of the war, 


Q.- We ail have a pretty good recollection of these 
things. That was in 1939. The evidence you gave was that 
the school was built in 1940 or 1941? ° a. ‘The big price 
rise in fish -- 

Q. I am talking about buildings, community hall, 
recreation facilities and so on. A. There is no doubt 
that high prices ‘in the war had a lot to do with it. 

Q.- On page six this same question comes up again. 
Morell is mentioned. Are you referring to the war period? 
Is that when the improvement took place? A. This whole 
development only started in 1938, but that is not the 
whole story. Though we did not have cooperatives we had 
dealers making large profits in that war’ period when 
prices were high and this money would not be going back 
into local improvements. That is more the point. 

Q. I direct your attention to this statement in the 
second paragraph on page six: "Part of the trouble 
undoubtedly was due to an inadequate lesal set-up. 

Forcing them to incorporate as joint stock cOmpanies, the 
law did not hold the early cooperatives to true cooperat- 


ive practices." Let us stop there a moment. What do you 
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mean by saying that the law forced them to incorporate as 
joint stock companies? It did not force them to im orpor- 
ate at all. It was purely voluntary. A. But if they 
wanted to incorporate they were forced to incorporate that 
way. 

Q. You go on to say: The financial basis in par- 
ticular was faulty." What was wrong with it? A. That 
question of collateral notes was one thing. 

Q. They did not have to do that? A. Perhaps they 
did not know better. 

Q. It was not the law that made them finance by 
collateral notes; it was a matter of choice? A. Yes- 

Q. "Capital was usually inadequate, reserves were 
forgotten in the good times, proper bookkeeping was never 
insisted upon and member control was remote.* oOapital was 
inadequate. The people would not buy shares? A. YER. 

Q. And reserves were forgotten in good times; the 
epapany would not hold back reserves? A. Yes. 

Q. Giving whatever the members wanted? A» Y6s; 
but under the present Act they are forced to set aside a 
certain amount regardless of the members! wishes. 

Q. You are frank to say: "This is not to say that 
you can legislate cooperatives into being, or keep them 
in operation. But it does point to the fact that unless 
there is suitable leglslation and supervision, a coonera- 
tive has little chance of permanent success." You would 
not mean, by suitable legislation, suitable taxation 
exemption? Is that what you mean? A. Are you refer- 
ring to income tax? 

Q. Yes. 4. That is the old argument again. 

Q.- We have to face it. A. They pay all the othe. 


taxes. 
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Q- But we have been told that in some provinces they 
pay hardly any; they are exempt in the localities in which 

2 they are situated and they are exempt from provincial taxes? 
| A. They pay school taxes. 

Q- In some provinces they do not. But do you mean, 
: by suitable legislation, legislation that enables these co- 
operatives to function properly? Do you include income 
tax in that description of suitable legislation? That is 
the concern of this Commission. A. When I was writing 
that I was thinking of our act or similar acts as being a 
guide, a kind of good cooperative act. 

Q- And under whose supervision? Under their own, the 
cooperatives, or government supervision? A. Government 
Supervision. 

Q- Should it be necessary, in a voluntary effort such 
as this purports to be, for them to carry on in that way? 
Can they carry on only if the government stands by with a 
whip in its hand to discipline them and see that they co- 
operate? A. We dontt look on the government inspector 
in that light. He helps the movement. 

Q. Iam sure the government inspector will appreciate 
that. However, that is what you have in mind, that they 
need government supervision to see that they keep their 
house in order? A. Sympethetic supervision. 

BY MR. ARNASON: 

Q- Would you say that the main part of that super- 

vision was a careful scrutiny of applications for incorpor- 


ation to see that they did not get in over their heads 


before they had snough capital subscribed, and to take the 


necessary precautions? A. Yes. 
BY MR. PARKER: 


2» Look at the next paragraph: In Prince Edward 
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Island a program of adult education was carried on under 
the leadership of a non-partisan, non-sectarian Adult 
Education League, financed and encouraged by the govern- 
ment. I call attention to the fact that the good things 
resulting from the movement seem to flow from the activi- 
ties of government, both divine and otherwise, instead of 
being generated by the cooperatives themselves. Is that 
a fair comment? A. No. 

Q- What do you mean then? A. It was really a part 
of the function of the government in education. 

Q. Was it financed by the government, or was this 
league given public grants? A. Yes. 

Q.- Was it given public grants? A. I cannot really 
answer in just that way. We have a library system in 


Prince Edward Island and it was endowed in the first 


place by the Camegie corporation, and after it was 


established the government took it over. There were cer- 
tain grants on account of expenses for adult education 
and that gave an impetus to that part of the work in con- 
nection with the library, providing travelling librarian, 
and so on. 

Q. But the original grant of the Carnegie farndation 
had to be supplemented by the government? A. Yes. 

Q. And that is what you are referring to? A. Yes. 
Q. On the top of page seven you have given us some 
figures. "In two years, as a result of these good 
influences that were at work, government assistance and 
encouragement, three hundred study clubs were formed.’ 
Where do you get those figures? A. The secretary of 
the Adult Education League gave me that. 


2. “The number decreased, however, after the begin 


ning of the war." Why? A. A number moved away and 


ya Saag 


uae 2 pene: 4 


cae E 
f age saa 
nae oh ied ie 


* aay seal 


_ s) 


cing a 8 cy ‘iad tfeeieas mr ni 
hon gegngst Je 3 a aw, ag 
ens Biers QUE nah 


ey « i 


Shir) cL) eee 


TT: Due SS oe eae 


woe a, 


tend ms - 


-~4046- Mr. Croteau 


went into the forces and there were all kinds of activities 
zoing on, Red Cross, and so on. 

Q. I suggest it is partly explained by the fact that 
prices were good and people were busy growing potatoes and 
so on? That accounts for the slackening in interest in 
the study clubs. Is that right? A. There is no doubt 
that people were a lot Coates the they had been formerly. 

Q. Let us come to the middle of the page. Are these 
your ideas of what a true cooperative ought to be like? 

A. That is a quotation from the by-laws. 

Q- Do you adopt it as sound? A. Oh, yes. 

2» Look at number three particularly: "The difference 
between the net .cost price and the net distributing price 
after paying overhead cost, and setting aside reserves, 
Shall be returned to members as savings! returns in pro- 
portion to their patronage, or used collectively for 
social purposes, if members so desire. who are the men- 
bers? A. The shareholders. 

Q. Are those terms synonymous, shareholders and mem- 
bers? Must every member be a shareholder? Ae Yes. 

Q@- How many shares? A. One, 

Q. Ten dollars? A. Usually five, some more. 

Q.- If any person does business with the association 
and declines to buy 4 share what is his status? Is he a 
member? A. He is a non-member. 

Q. Are there such in Prince Edward Island? 

A. There is a certain number of non-members. 

Q- Does the non-member share in the returns? 

A. In some they set aside a part of the earnings to his 
credit. 

Q.- Of your own personal knowledge do you know whetlici 


the person who does business with one of these companies, 
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and who for some reason has not purchased a share, partici- 
pates in these returns paid at the end of the year? 

A. In some cases he does and in other cases he does not. 
4+ In those cases in which he does, does he share on 
the same basis as the shareholder? Ae Yes. 

@- YOu say you are quoting from the statutory by-laws. 
A. Yes. 

Q. The words "savings returns" ars used there and we 
come back to our-old trouble. Will you explain why the 
words savings returns were used in the by-laws instead of 
the good old Anglo-Saxon word profit? -- provided it is 
Anglo-Saxon; I am not sure. A. I suppose whoever wrote 
it used cooperative terminology. 

Q- Did you have anything to do with the drafting of 
this Act anc the by-laws? A. AS I recall, we used the 
modcl set up by the United States Department of Agriculture. 
Q.- I thought-you said it was modelled after gaskat- 
chewan? You no doubt got all the information you could, 
but I was wondering whether you discussed these various 
terms -- profits, savings, surplus, returns and go on -- 
and after careful consideration picked on this expression 
as the most suitable one? A. I suppose we knew about 
these other terms. | 

Q.- Don't suppose; tell us what you remember. 

A. It is hard to remember back to 1938 when it comer to 
Ons word. 

Q.- It isa most unusual word. i am sure that some 

of the acts you examined at the time contained the word 
"profit" but for some reason you did not adopt that word? 
A. We relied on this authority, I euess. 

Q- What authority? A. That was from the standard 


by-law suggested in a pamphlet that came from the United 
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States Department of Agriculture. 

Q. I thought this was something you had discussed 
among yourselves and your friends? 

TH? CHAIRMAN: As a student of the movement, do you 
approve of deferring the payment of patronage dividends for 
& number of years, or do you think they should be paid in 
the year in which they are earned? 

THE WITNESS: We only use that method in one of our co- 
operatives, but I think it is a rather good method myself, 
that revolving fund, 

THE CHAIRMAN: Good in what sense? 

TIE WITNESS: In the sense that it keeps the active 
members owners for one thing, and in another sense, thet it 
provides capital in proportion to use. 

THE CHAIRMAN: Frovides reserves, an accumulation of 
reserves for working capital? 

THe WITNESS: Yes. They are paid back after five or 
six years. 

THE CHAIRMAN: Do you know it is widely employed in 
some other provinces? 

THE WITNESS: Yes. 

BY MR. PARKER: 

Q. What do you mean by “unlimited membership*? JI need 
not delay over that; however. The next item in that list is 
"political, religious and social neutrality". Does thot 
mean a thing as compared with private companies? A. we 
get down to cases; this is set Seniieeaee as a general prin- 
ciple. 

9. But isn't it rather meaningless? A. Oh, I don't 
think so, 

Q. And “business on a cash basis*. Have they lived 


up to that? A. Yes. 


-4049- Mr. Croteau 


THE CHaIRMAN: Do you attach great importance to the 
last element? 

THE WITNESS: Yes, I do. 

MR. PARKER: Business on a cash basis? Is that what 
your lordship is referring to? 

THE CHaIRMAN: Yes. 

BY MR. PARKER: 

Q. I amasking you, doctor, if there is a serious 
attempt to live up to this or whether there are frequent 
and wide departures from it? A. There are minor depar- 
tures. 

BY MR. ELLIOTT: 

Q. Returning to the question of unlimited membership, 
what significance do you attach to that provision yourself? 
What meaning has it for the cooperative movement? 

A. It puts it on a broad community basis rather than on a4 
close basis or any other dividing line. 

Q. If that were not in the by-laws there might be 
some temptation to the membership? A. I don't know, 

THE CHAIRMAN: That is sometimes referred to as open 
membership? 

THe WITNESS: Yes. 

THE CHAIRMAN: Is that what you mean by unlimited 
membership? 

THE WITNESS: Yes. 

BY MR. ARNASON: 

Q- I was interested in that phrase in clause (3), 

"or used collectively for social purposes.” 
BY MR. PARKER: 

Q- What do you mean by that, "or used collectively 

for social purposes"? That does not-go back to the mem- 


bers? Ae It would depend of course on the decision the 
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| membership made, the decision of a membership meeting. 
Q. Or of a directors meeting? A. OB, BGs 
BY MR. ARNASON: 

Q. In the distribution of funds for social purposes 
directors and members would bear in mind clause 5 dealing 
with political, religious and social questions? 

A. If a cooperative society wanted to make a contribution 
to a community hall they could do so under this. 
BY MR. PARKER: 

Q. What bothers me is this. If the society can use 
its funds for that purpose it could use them for anything 
in the world, and we could all do good works in the com- 
munity if we could use that money with which we otherwise 
pay income taxes. But we cannot do both. why is not this 
money that is voted by the society through its members used 
to pay taxes? A. Is there not an exemption for charit- 
able purposes? 

Q. But apart from that. Are you placing this under 
the head of charitable works? Ah. Ib 16 Si02ar. 

Q. You claim exemption for it under that section. 
Are you putting it on the ground that it is exempt because 
it comes under that section of the Act--you know the one [ 
mean? A. Ido not believe that when that was written 
the income tax was thought of very much, 

Q. Iwonder. Then we come to the following pre 
vision: "The directors shall apportion the surplus aris- 


ing from the business of the association as follows." 


Relying on this Act, which I gather is important and is 


more or less a guide to this type of association, it 


: contemplates that the association when it is created car- 


ries on business. It talks about the business of the 


association and it talks about surplus arising from that 
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business and it goes on to say how that surplus shall be 
disposed of. Will you kindly tell us what is the differ- 
ence between that surplus they talk about in the act, and 
"savings returns", and profits? Take those three together 
and tell us what is the difference between them. you have 
this apportionment made (a) by setting aside not less than 
10 per cent of the net surplus for a reserve fund, and so 
on; and (b) by setting aside an amount not exceeding 5 per 
cent of the net surplus for cooperative education or wel- 
fare fund; and (c) by paying interest on the paid up cap- 
ital stock; and you say that "the remainder of the surplus 
shall be divided among the patrons ana shareholders in 
proportion to the volume of business they have done with 
the association." Whose is that Surplus that the Act is 
talking about? Is it not the association's surplus? 

A. It is really an overcharge to the members on the 
business they have done, 

Q- Whose is it? A. It is among the members, 

Q- And yet the legislature Solemnly gives us lengthy 
directions as to what the association shall do with the 
surplus arising from its business. Perhaps you are right, 
but that is the way you read it? A. Yes. 

Q. The remainder is to be divided among the patrons 
and the shareholders. The word member is not mentioned 
here. A patron is anyone who does business with the 
association? A. Yes, 
2+ He would not necessarily be a shareholder? Let 
us take an ordinary potato association organized for the 
purpose of disposing of potato crops. Fifty farmers come 
and buy the requisite number of shares and become members, 
I may be one of those stubborn fellows, and I might say, 


"I won't buy a share but I want my potatoes to go through,’ 
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Do I become a member by reason of the fact that I put my 
potatoes through the association, and thereby qualify for 
the same patronage dividend as my neighbour who has bought 
a share? A. The usual practice would be to get author- 
ization to credit that. 

Q. I dontt care for the moment whether it is paid 
out or credited, but do I get the same amount? As 6YOUu 
automatically become a member. 

Q. Whether I want to be or not? A. You have an 
authorized allocation. 

Q. And do I have to sign an application for member- 
ship or an application for the purchase and allotment to 
me of a share? A. Ido not know the exact practices in 
the different cooperatives. 

Q. We have seen in some cases that, the non- 
Shareholder or non-member having put his produce through 
the association, a certain amount is held back and he is 
credited therewith, and not until these credits amount to 
a ghare is he a shareholder. Is that the way it works 
here? A. es, 

Q. Until he has accumulated enough to pay for his 
share he does not get an actual dividend. But does he get 
part of it? A. Usually they credit the whole of it to 
his account and if he wants he can withdraw it. 

Q. You say: "The supervisor of cooperatives will not 
recommend that a charter be granted unless sufficient cap- 
ital has been subscribed to carry on the type of business 
proposed." In Prince Edward Island are there any co- 
operatives without any share capital at all? A. Not 
under this Act. 

Q. Are they any the less cooperative because of 


that? What do you say, speaking as a student of the 
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movement? A. One of the fundamentals of this movement is 


——— EEE 


the distribution of ownership with responsibility attached 
to ownership and if they do not own anything in the co- 
operative and have no responsibility they have nothing to 
bind them. 

THE CHAIRMAN: You admit there may be spurious co- 
operatives that do not live up to, or try to live up to the 
Rochdale principles. They would not be cooperatives but 
would be simply masquerading under that name? 

THE WITNZSS: Yes. 

BY MR. PARKER: 

Q. I pass over hurriedly pages nine, ten and eleven. 
In Table I you show the growth first of credit unions. The 
figures speak for themselves. There has been great growth 
both in the number of unions and in the cooperatives in 
respect of their total assets, especially in the years 1942, 
19435 and 1944, the war years? A. Yes. 

Q. Whereas the growth is much slower in the earlier 
years. As Yes. 

Q. In the cooperatives nothing is shown for 19358, and 
there is a drop back which you explain by the fact that one 
society went out of business; but apart from that the 
growth is very much accelerated as the war years proceed, 
and that is seen from the next table giving the reserves, 
capital and earnings, which all parallel more or less the 
| war period, and -- this is purely coincidental no doubt -- 
during the period in which they are not paying income tax, 
because none of the members of your union have paid Dominion 
income tax? A. Yes; as far as you have gone. 


Q. Have I not gone far enough’ A. Are you suggest- 


ing cause and effect? 


| a Q. The mere fact is that they do parallel the war 


eke) 


ame 


‘ 
4\ 
7 
i 


-4054- Mr. Croteau 


years and they have not been paying income tax. 
| BY MR. VAUGHAN: 

Q. Would the increased prosperity be explained in 
part by that? A. Yes, undoubtedly the increase in member- 
ship. 

BY MR. PARKER: 

{4- Gan you tell me whether during these years shown 
in the tables any of the members of your credit union have 
filed income tax returns with the inspector? A. I should 
say so; I do not know. 

Q.- Do you know whether they have been assessed? 

A. The individual members? 

Q. No, the fifteen societies which are members of the 
union. Have they filed income tax returms? As 4 FE pC ONOU 
think so. 

Q. Have they ever been requested specifically to do 
so? A. They have had questionnaires. 

Q. Have they answered them? Ac ALDS-« 


And so far they have never been taxed? A. NOs 


i) 


BY MR. ARNASON: 

2. Do you know whether your credit unions have been 
required to deduct 7 per cent tax on dividends? 
A. They have not suggested it. 

BY MR. PARKER: 

2. You have given your experience with the Provincial 
Income Tax officials and their rulings and your guess as 
to what they may do in the future. What [ would like to 
get from you as a student of the cooperative movement and 
one whose judgment would be appreciated is this: What do 
you think of their interpretation of the Act as it stands, 
first as to the reserve they set aside? Should they be 


taxed, or would you make a distinction between those actu- 
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ally paid and those allocated andpaid back years later on 

7 the revolving door plan? Give us your viewi You have given 

us the provincial official's point of view and the Commis- 

sion would like to get yoursi Hithet you agree with them 

or, if you do not, you can give us your view. 

A. I disagree with taxing reserves set aside under the 
Provincial Act. 

Q. I did not get the answer. A. Reserves which 

the Provincial Act requires, 

Q. They should be exempt? Ai.  “YSSs 

Q. Do you think that because a Provincial Act directs 

that a company shall do certain things with their reserves, 
that could possibly affect the question whether the Federal 
Income Tax Act might render them taxable? A. I suppose 
it is a necessity designated as tie the provincial 
government. 

BY MR. VAUGHAN: 

}. Will you look as Exhibit B. Take the loans to 
members. What interest do you charge members? A. It 
varies. The maximum is one per cent per month on unpaid 
balances. Most of them charge less. JI would say the 
average would be three-quarters of one per. cent per month. 

Q. Most of them would be three-quarters of one per 
cent? A. Yes. 

THE CHAIRMAN: One per cent per month is rather 
dangerous, is it not? It goes over l2 per cent per annum. 


THE WITNESS: That is mathematieally true, yes. It 


is usually done in a small organization getting started. 
BY MR. VAUGHAN: 
Q. What rate is paid on shares? You have shares 
running to $234,000? A. That is all summarized in the 


report. This of course is a year old. It is summarized 
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for the last three years. One paid five; some paid nothing; 
gome paid two; some paid one and a half, and SO ON. 

Q. There is quite a difference. It runs from nothing 
to 5 per cent? A. That 5 per cent is an exceptione 
That credit union did not pay a dividend the year before 
ana that was to equalize things. 

Q. What would be the average? A. Around 2 would 
be the average this year. 

Q. In your deposits you have #84,000 on which inter- 
est of $444 was paid. That is only half of one per cent? 
A. It depends on the period the deposits were in. 

Q. What would be the average? You have deposits of 
#84,000. What would be the average for the year? 

A. You would have to get the balance sheet of the year 
before. Deposits were $41,000 the year before. 

Q. That would be an average of $60,000; that is 
about two-thirds of one per cent? A. They generally 
charge one per cent. 

QO. That is the usual rate you pay depositors? 

A, Yes. They are usually left there only for a short 
time. 

Q. There is $6,000 net sncome. Generally speaking 
how is that disposed of? A. That would go in dividends, 


most of it. 


Q. Dividends on shares? A. Yes. You have to take 
20 per cent for guarantee fund and 5 per cent for educa- 
tional fund and the remainder is distributed in dividends. 


BY MR. ELLIOTT: 
Q. In Exhibit A under the heading "capital" the 


second item is loan capital, $13,379. What is that 


exactly? A. That is in essence 4 loan from members. 
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Q- Made at the wish of the individual member? 


A. Yes. 

Q- For a specified period of time? A. It is gener- 
ally regarded as on demand. 

Q- And the member ordinarily can get that repaid to 
him when he wishes, or after short notice? A. Yes. 

Q- What is your opinion of that method of financing? 
A. I don't like it really. 

Q.- Why? A. It is an unstable sort of thing. 
Q- There is always a danger that the member might 
want it at ones? A. Yes. 

BY MR. ARNASON: 

2. Following the questions asked by Mr. Elliott, do 
the members leave moneys with the cooperatives on loan and 
do some of them require that specific notice of withdrawal 
be given? A. I don't think there is anything in writing, 
a formal agreement LO that elfect, as far aa 1 know. 

Q.- At previous hearings of the Commission it has been 
Shown that some cooperatives finance almost exclusively by 
loan capital, and in some instances provision is made for 
withdrawal of such capital by giving a minimum notice of 
withdrawal up to three or six months. What is your opin- 
ion as to that type of financing as compared with what 
might bs termed call loans? A. That would be the sounder 
method, I suppose. 

Q- Another point bearing on Exhibit 4. Under the 
hearing "capital" you have revolving capital of $2,676. 
That is what is termed the revolving or deferred divi- 
dend? A. Yes. 

Q. Following up the line of questioning put to you 

by Mr. Parker, and with specific reference to your com- 


ments as to the attitude of the income tax officials 
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regarding the taxing of patronage saranne. do you think 
that if a part of the patronage dividends or patronage re- 
funds were retained for some time by the cooperative and 
then paid to the members, the retention of such dividends 
would change the position from the taxation point of view 
in so far as deferred dividends are concerned? A. That 
is a rather involved question. It would depend on the 
type of cooperative, I suppose. It would depend on the 
way it was done. 

Q. Iam referring to the rather common practice where- 
by the directors are authorized to hold back for a certain 
period a portion of the patronage dividends after they 
have beon credited to the members. It is on the so-called 
revolving door principle. The question has arisen during 
previous hearings as to the position of the deferred por- 
tion of the patronage dividends as compared with the por- 
tion of dividends that is paid out at the time they are 
paid out? A. Generally speaking I would say there would 
not be much difference but it would depend on the matter 
of interest. 

Q- Suppose interest were paid, what would be the 
position then? Ae I suppose that interest would be tax- 
able. 

Q. Suppose no interest were paid by the cooperative 
on these deferred patronage dividends? A. It is just one 
method of the cooperative getting capital. 


Ths Commission thereupon adjourned to meet on 


Friday, March 2nd at 10 a.m. 


a 
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Friday, 
March 2, 1945. 
The Commission met at 10.00 a. me, Mr. Justice 
McDougall presiding, 
THE CHAIRMAN: I regret to announce that one of the 
Commissioners} Mr. Nadeau, is not very well this morning 
and has had to stay at his hotel. What is the order of 


business today, Mr. Parker: 


MR. PARKER: I finished with Dr. Croteau last night, 
Examination of J. T. Croteau continued: 
a OTC SU CONtINUedS 


BY MR. FRANCIS: 

de Doctor, I would like to ask you one or two 
questions arising out of the cxamination by my learned 
friende During the examination yesterday some reference 
was made to library service and I have one or two questions 
in that regard. I understand you have complete library 
coverage or service in Prince Edward Island? Ae YOSe 

Ye How many regional branches have you? 

MRe PARKER: By "yout meaning whom? 

THE WITNESS: The province. The Carnegie Corporation 
put that in about twelve yoars ago. There are twenty-four 
branches with hesdquarters in Charlottetown, each branch 
having about 1,500 or 2,000 books and they change the 
collections yearly. We built a good deal of the educational 
work around the library Set-up. 

BY MR. FRANCIS: 

eo What would be your opinion as to the contribution 
the libraries have made to the cooperative movement 
development? A. A big contribution. There is a collection 
of books on cooperation in all branches. They publish 


& bibliography and distribute pamphlets and study material, 
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Ye What is the population of Prince Edward Island? 
dze a. Little over 94,000. 

Ye Do you know the circulation in the libraries? 
we .00Ut a quarter of a million books a year. 

je What is your opinion as to the importance of 
having adequate library facilities in this work? 
ive We regard this as an educational movement and the 
library is a tremendously important factor in adult 
education. 

Q- With regard to the credit unions, in discussing 
the financial statement and the summary inpyour brier, 
you showed that a very large amount had been invested in 
Victory Bonds. What is the cause of that? iu. Everyone 
.in qa credit union likes to invest in Victory Bonds. They 
regard it as their duty, and another thing is, of course, 
that it makes it possible, in view of war conditions, where 
there is a large surplus of cash and an absence of other 
opportunities for investment, for the farmers to invest 
their money, The farmers cannot buy farm machinery to any 
great extent now, or things like that. 

Xe During the 30's, when you were first in Prince 
Edward Island, did you go out through the province a good 
deal and have personal contacts with many of these districts? 
ize Oh yes. 

Qe You are personally familiar with them? Ae YES. 
I have travelled all over the province. 

Ye My learned friend was bringing out reasons why 
these cooperative unions and credit unions were formed. 
What is your opinion as to the necessity for them? 

A. The conditions in many places were really desperate on? 


they had to have a change. 
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de Another point had to do with the patrons of co- 


; operative associations becoming members, and as I recall 


the evidence it was that in some cases patrons automatically 


became members and in others they did not, but it was not 


made clear just what the difference was. May I direct 


your attention to section 30 of the Co-operative Associations 


Act of Prince Edward Island, being Chapter 6 of 1938, 


subsection 8; "The association may by supplemental by- 


law provide that dividends due the patron shall be retained 


by the association and placed to his credit on share capital 


account until an amount equal to the par value of one 


share has accumulated when a stock certificate for one 


share shall be issued to him," That is the Act as it now 


Stands? Ai TOR. 


4e Is it a fact that some associations pass these 


supplemental by-laws and some do not? 


| MRe PARKER: How can he know unless he has the record? 


THE WITNESS: I know that is the practice. I Suppose 


| they are authorized, 


| MRe FRANCIS: TI Suggest that is the reason, 
Don't suggest; let him give the answers, 


| MRe PARKER: 
. THE CHATRMAN: 
; 


The Statute is there, Mr. Francis. 


I wanted to direct the attention of the 


Commission to the Statute while the witness was on the 


Stande I did not think the matter was very clearly brought 


MR. FRANCIS: 
| out yesterday. 


BY MR. PARKER: 


Qe What part of the library does the cooperative 


attend to? What is done by the GOvernment with the aid 


of the Carnegie branch? Whose library is it? 
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A. The Carnegie Corporation used this as a sort of modcol 
area set-up and gave regional grants amounting to a little 
over $100,000. 
J¢ TO whom did they give it -- the provincial 
Government? Ae YOSe 
| ¥ And the provincial Government operates the library? 
Ae Now they do. After three years thev took it over. 


Je The cooperative never operated the library? 


Ye It is purely a Government institution assisted 


by grants from the Carnegie foundation? Ae Yiesy bus 
they provide educational material for the cooperative. 
The cooveratives never operated it. 

BY MR. VAUGHAN: 


4+ Referring again to investments in Victory Bonds, 


it is no doubt very commendable on the part of tho credit 
union, but do you know why the depositors themselves do 
not invest in Victory Bonds instead of leaving the money 
| on deposit at 1 per cent while they can get 3 per cent on 
VYietory Bonds and help the Government in that way? They 
| would get 3 per cent as against 1 per cent or less from 
| the credit union? Ae That 1 per cent is on deposit: 
I Sharese They generally get a little more than 1 per cent, 
| perhaps 2 per cent. There is a division between shares and 
depositse 
| Q% There is a large amount on deposit on which less 
| than 1 per cent interest is paid, and these same depositors 
could get 3 per cent on Victory Bonds? Ae But it is 
usually a temporary or seasonal investment. They leave it 
| two or three months on deposit and when they are investing 
+ in Vietory Bonds they would want to keep it for a period of 


yearSe 
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ds There is a constant amount on deposit? 
ze The tiain reason is that many of these are too small. 
The accounts would be less than the minimum of fifty. 

Ye But you can buy war certificates for a lot less, 
46 A lot of them do in fact. The credit unions sell 
Stamps and certificates, 

Ye The fact does remain, however, that they leave their 
money at less than 1 per cent on deposit when they can get 
S per cent on Victory Bonds on the same kind of Government 
investment. 4. For the small investor putting $50 or 
~l00 in one thing or another, 1 or 2 per cent in dollars 
and cents is not worth worrying about. For the person in- 


vesting thousands it is different. 


4% How many investors have you represented in this 
account altogether? 44. In 1943 there were 495, that is 
taking deposits of about $41,000. 

Ye That would be $100 apiece. That is a fair deposit. 
There are a good many smaller deposits? A. A lot of them 
| are seasonal. A fisherman at the end of the season might 

put in $500 or more and he would have to use that in the 
| Winter to live. He puts it in for safe keeping. 


BY MR. FRANCIS: 


de How do the members establish personal credit with 
the credit union so that they can get loans themselves? 
a. They build up their Shareholding by systematic saving. 
) % Is that the reason why they want money in the credit 
union? 4. It would be another reason. 
BY MR. ARNASON: 
. de In your brief on page five you refer to the vise in 


prices of lobster and fish as 4 result of the organizatic 


of certain cooperative fishermen's associations? TI presume 


ro 
se 


ro 


my 
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that what happened there was that the margins of the local 
dealers were narrowed beceuse of the operations of these 
cooperatives. Can you tell us what happened to the price 

of fish and lobsters at those points where cooperatives 

were not organized? Did any change take place in the 
prices charged by dealers at those points as compared with 
the points where cooperatives were organized? I know it 

is a difficult question. A. It is a fact that prices 
remained low in some parts where there were no cooperatives. 
For instance, towards the eastern end of the Island there is 
a section where there are no cooperatives, where fishermen 
come in to fish from other places in company boats. Last 
year I was informed that they were receiving only 8 cents 

a pound for lobsters even at the high prices of today -- 

ft am referring to those who fished in the company boats -- 
whereas they get 22 and 23 cents. 

MRe PARKER: I cannot see the relevance of all this 
evidence unless it is used to support the argument that not- 
withstanding the great prosperity brought about by the co-= 
operatives they should still be exempt from taxation. 

THE CHAIRMAN: That is a matter of argument, if the 
basis is laid. 


JHROME O'BRIEN, 


President, 

The Prince Edward Island 

Co-operative Union, 

having been duly sworn, 

testified as follows: 

BY MR. FRANCIS: 
te For the purposes of the record I wish to ask you 

first what positions you hold with various Prince Edward 
Island cooperatives and credit unions. I may save time, mr 


Lord, if I lead the witness. You are President of the Prince 


Edward Island Co-operative Union? ise YOCSe 
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2. President of the Morell Credit Union? 
A. Yes. 

ae And President of the Central Study Club at 
Morell? Ae Yes. 

4+ Secretary of the Morell Creamery Co-operative 
Association? A. Secretary of the directors, 

2» And in addition to that your job is Assistant 
Manager of the Morell Co-operative Store? A. YeS. 


Q2« Morell village has a population of two hundred? 


4- It serves the district in the vicinity shown 
on the map with a population of nearly 1,000? Ae YeS- 

Qe I understand that the Creamery Association to 
which I have referred serves a much larger area than the 
area with a population of 1,000? Ae Yes. 

de Generally speaking the other cooperatives and 
eredit unions serve that area with the population of 1,000? 
A. Yose. 

Q« You are a graduate of St. Dunstants Silver eae 
and a graduate in arts of Laval University? A. Yes, 

Ye I understand that the Morell Community was es- 
tablished by the French a long time ago and that prior -- 

MR. PARKER: Probably neither of them know that, 

BY MR. FRANCIS: 

Q+ I may tell my learned friend that in the province 
or Prince Edward Island they do study history. Prior to 
1925, I understand, a few attempts were made to organize 
and establish cooperatives -- and I am Speaking of Morell 
particularly? A. That is right. 

Q2- Will you tell us from your information and from 
what you know whether anything was done between 1923 and 


1936 of a cooperative nature. Ae No. Cooperation wags 
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dead. It was a dead issue in those years from 1923 to 
1936. 

Q- ‘Jhat revived interest in the cooperative in 1936 
or 1935? A. The years 1935 and 1936 were not prosperous 
times but rather years of depression, and perhaps the 
worst of the depression years. People were saddled with 
debt and things got to such a pass in 1934 that the majority 

of the farmers in our district were unable to borrow 
money. The banks took the stand, and I don't blame them, 
that it was not to their economic advantage to lend mMONneYe 
Q- What did the people do about it? Ae The people 
had heard of these credit associations and about the work 
in Antigonish. They had heard about the work they had been 
doing over here and so they started inquiring into the 
credit union movement and had a few meetings, but most of 
the old Scotch and Irish over on the Island did not feel that 
they could trust one another with the money at the starte 
In the meantime the Adult Education League had been formed 
in Prince Edward Island. I am not sure of this fact, but 
Dr. Croteau was Secretary or at least was the directing 
force, 

Q- Dr. Croteau who gave evidence here yesterday? 
Ae Yes. The next year, in the fall of 1936, we started 
three study clubs with twenty-five members and they began 
in earnest studying credit unions. They took all phases 
of the subject, studied management, directorship, etc., 
and in the spring of 1938 there were thirteen study groups 
with 150 members. 

Q- is this all in the Morell area? A. Yes, 

2- How often do they meet? A. Weekly. They not 


only studied but they also started to trust each other with 
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collections subscribing 10 cents weekly towards shares in ° 
credit union, 

Q- Did they form a credit union? Ae Yes. They 
did in March, 1938, with a capital of $94.37. 

Y- «and that had been saved by weekly collections of 
LO cents each? Ae YeS. 

4% Did the study clubs discontinuc after that venture 
was launched? Ae No. They continued saving a weekly 
amount and continued increasing the credit union, and to-# 
day after seven years they have about 250 members. The 
membership is not so much greater, but the capital is 
p30,000. 

je «and that has taken place during what period? 

Ae From 1938 to 1944, 

2- Has it done anything to solve the credit problems 
of the people? Ae Yes, I think it has. It has solved 
all the personal credit needs, That is, the small personal 
loans that you or I or anyone else might need, 

2° I might anyway. A. It has also solved the 
greater part of the difficulties in cOnnection with seasonal 
loans such as required for fertilizers, feeds, and so On, - 
when money is scaree at certain times in the year. 

Ye What about long-term loans? Ae There hag 
been something along the line of long-term loans, but we 
have a little safety rule that we cannot lend more than 15 
per cent of the assets on mortgages because it is dangerous 
business. 

2« Has the credit union any policy with regard to the 
reduction of members! debts? 4. Yes, especially the 
credit committee. I have often instructed them, and even 


the study clubs, always to Cncourage borrowers’ to reduce 
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their debts as quickly as possible in order to meet 
possible post-war conditions; which may not be so favour- 
able as things are today. 

¥. Did you have any further venture in the Morell 
coumunity? A. Yes. We had not got the credit union 
rightly started when some of them wanted to get into a ¢co- 
operative storee They had taken up different pamphlets, 
I presume, and studisd them at home and they had heard of 
cooperative stores and they thought that would be the best 
thing for them to do. The leaders who had studied the 
movement a little more thoroughly and had read over the 
Rochdale principles saw that it would be necessary to do 
a good deal more in the way of study before they really 
started, so, in 1938, in the fall of the year, they bought 
a building lot at Morell. It took them two years to study 
management, how to run a store and also how to procure the 
necessary share capital, because dollars were scarce thene 

9.- Were they meeting once a week? As In the 
winter monthse 

Q. How much capital did they get? A. In May 1940 
they started the store with a capital of 1,542.6 

Q. Did they lay down a policy as to cash trading? 
A. Yes. They laid down the principle of buying for cash 
and selling for cash. 

Q. What was the volume of business the first year? ° 
fue $10,000, 

%- What was the volume in 1944? A. $108,000. 

4. What increase has there been in share Sapreeae 
4. The capital has increased from $1,542 in 1940 until 
today it is over $20,000. That is the loan and share 


capital, remember that. It is loan and share capital 
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combined. 

Q Is most of the business done with members? 
je YOS, noarly all. 

Q- During the four years of operation how much has 
been distributed in patronage dividends to the members? 
we I could not tell you in definite figures. 

jy» From the records? 4. From ten to eleven 
thousande 

¥+ Paid out or allocated? A. It is distributed. 

Q- Was that the last venture in Morell of a co- 
operative nature? i. No. We started a little creamery 
before the store, but owing to the fact that we hadn't 
enough share capital we could not get it incorporated until 
1942. 

Q- Have you the creamery now? dae We still operate 
the creamery 

Y «and it serves a larger district than just the 
Morell area? iy YORs 
4+ But it is at Morell? Ae YES. 

Y What is the business? Ae The first year we 
cperated around $8,000 and this year nearly $100,000. 

Ye Has the operation of this creamery had any effect 
on production methods in the area? 44e Yes. When we 
began the creamery, the whole time we could Operate it 
in the first year would be five months, and the next year 
it was about sight months, and the year following it was 
the full year round and that has been the story ever since. 
In other words, the creamery has educated the people there 
into the idea of all the year round production instead of 


Summer production only. 


Ye Have you done anything about poultry and eggs? 


7 


‘ 
a ~ 
= 
— 
} oF ’ ¥ 
° rie , 
; wine Uae a ee rie i 
Stee) Ge A aust - 4 
7 ta i « vee) 


an Shei“ du Toon he. "eceve sons a ma 
, rahe =? heyy es E Ne a Mer ees Li OA tpn pe Mogi a ‘ 4 

: ie A ex’ 
ee pent CREO Ra A) Pe the ee 


4 


. 7 
wy 


OS ebahg a a » Meer arte te ae Bratt “ihe 


@ 

35 

E 
é 


mo 


eee, trtoel eh BRA Sa aaeae pid Ty 


mad c va SP cvtsonh a 


s 


Ts wily act exyad q 


‘ | 
| rh Nae al J 
. : . ; : : 
” | a ~ ; . n in hit Nf r ine qed oa ee ities - 
rs 7 ; ues " 7 
' ee 4 eG, 
aa - 7 ; i 
; : i } pale 
7 ; _ ae a as ; 
oa i? - ‘ § <x ike af AY ced a 
: 7 
ow P 
‘ elk “et °% = 
- iw Lise 
‘ . 57 t4 sed 4 ) . #, 
, re Pig Oe ve f ¢ 
i . 
, i. j Ts E VOVe 
~ . 
cn Fs i 
2 
> Car. ‘2 
p = Pei , ‘ ou ett 
» 
: in y See 
{ eo ink 
t ? 
re , Ke 
’ ; ‘inde hn 
oe Ly io 
. i a ele a oP “3 
sb) It re: eer er >, €btor ae dig i. f 
1 “ . hy ea 
fo @ SiG a ea a ing Ty a 
7 
ee £ ’ 7 Bis BS * 


-4070- Mr. O'Brien 


jas YeoSe In connection with the store, the year they 
started in that fall they established a grading station 
and the quality of eggs and poultry products has consider- 
ably increased as well as the quantity. 

7. Have you had a chance to compare this development 
of yours with a private or joint stock company? Ae YOSe 
It is very good in that regard. The fishermen in 1940 
started what they called a cooperative but it really was 
not because they organized under the Joint Stock Gompanies 
ct and they had no share capital. For two years they did 
a very fine business and increased the price of lobster 
4 cents appound. I can't give absolute facts that 1 can 
swear to but I will give something approximately correcte 
The price at that time was about 7 cents a pound and the 
first year they went into business they paid 11 cents. 

Q- What happened to the organization? ine It would 
have been a profitable business but through lack of member 
control the members were not educated to manage their 
business and within three years the former manager took 
over and is now the owner. 

9. I take it that as a student you have heard of the 
resolution passed by the United Nations at the Food 
Conference in 1944? ie YOS; I have heard of ite 

% The point is this. Have the people in your 
community who have been studying these matters for years 
eiven any real consideration to post-war problems in the 
Morell district? A. Yes, 

4. Will you tell us something about that? 

i.e It has been given consideration for the last three 
years, having been mentioned every winter. They have certain 


plans and projects for the post-war years. 
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| 2. I don't mean something that they are talking 
| about in a general way, but are they really planning 
certain things? Ae YeS- 
| Q.- And giving real consideration to those plans? 

Ae YOSe 

3° What are they? A. Well, first is the new store 

building, a comfortable place of business, and anyone who 

; has been in Morell knows that we need that; and next is a 


feed-mixing plant to ensure the farmers mixed feeds at 
reasonable cost in case post-war prices are not as 
favourable as they are today. That would be service 
‘ from our point of view and not a profit-making venture. 
Another thing that has not been worked out in detail is 
j a chick hatchery because the machinery is not available 


until after the war, so that details have not been gone into 


very fully. That is something which we hope will supply the 


farmers with baby chicks at reasonable prices to keep them in 


production if prices are not so favourable. Next is the 


creamerye We have a very large business and that is worked 
out in detail. We intend to build a new creamery and 
instal in conjunction with it a local cold storage with 


farmers' boxes and so forth in order to give them a convenient 


ee 


place to store meats and p2rishable products, strawberries 


— 


and other fruits in the summer, something they can use at 


A 


; their own convenience. They will also be able to store 
blueberries. 

2» You have fishermen there? A, Y es. 

J» You are on the coast? Ae Yess 

a3- Do the fishermen take part in the programme? 
Ae Oh yeSe 

Q- What about cold storage for fish? Ae I don't 


think we have come to that yet. We have not enough fish. 
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Q- Is there anything else you have in mind that you 
are planning seriously? Ae Yes. Last year, 1944, 
through the action of the people we obtained a regional 
library from the Prince Edward Island Library establishment 
mentioned by Dr. Croteau, and we have also the A.R.P. 
local station which has been discontinued. The village 
is preparing to take that over on its own. We have a 
community hall which was formerly under a joint. stock 
company. Today it is impossible for us to find out who 
owns it. There are no records and we are asking the present 
directors, who themselves admit that they don't own it, if 
they will turn it over to us. Wo intend to remodcl it and 
move it and convert it into a community recreation centre 
which will also house fire equipment and provide bowling 
alleys and recreation space. Plans have all been laid for 
thate 

Q- Have you plans in regard to education? Ae es 
depends on the help of the provincial Government, but the 
community at the present time is making representations to 
have a Grade 12 high school established in the village. 

4+ You have not had one before? ae No, only up 
to Grade 10. 

Y «and that is a deficiency? As Yes. It 16 a 
deficiency because there is only one high school that the 
Government supports in the Island, with the exception of a 
few small ones. But the big high school is the Prince of 
Wales College in Charlottetown and it is very difficult for 
farmers to support their sons in there the year around, 
4nd when they go through they won't be farmers. That is the 
ssneral opinion of the community, that any young fellow 


who goes through that college won't be a farmer; he is going 
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to go on to be a lawyer, or a doctor, or a judge, or 
something like that. But we feel there’ are too many young 
men returning to the farms with insufficient education 
and we are of the opinion that we should have a high school 
in the village so that boys and girls could go through Grade 
12. In this way they would be far better equinped as 
farmers to meet the problems of life. 

Q. Have you anything else definitely planned? 
Ae YeS. In connection with medicine, we are very poorly 
served by doctors. The only doctor in the area, with 
the exception of Mount Stewart, which is a long distance 
away and almost impossible of access, is an elderly gentle- 
mane In fact, he is eighty-one years of age, That is the 
only medical service we have. 
3. What will you ao? i.. We have selected a doctor 
but he is in the armed services. When the war is over he 
will be free to come to the community. There are also in 
contemplation, though this has not been worked out in detail, 
plons for the construction of a small community hospital. 

4. Have you rural electrification? fA. No. We have 
no electrification. We approached the company in Charlotte- 
town last winter to give us electricity up the main highway 


and the management promised to do the best they could for 


Q. Through all this study and cooperative activity 
have the people of your community learned to trust each 
other? He They certainly have. 

Qe and that goes for the Irish too? Ae Oh yes. 

Q I understand that you were born in the community? 
Ae Y@Se 

JY. jand you have lived there all your life? 


A. Yes, except for short intervals. 


: 
. 


- 
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Q Will you give the Commission your opinion as to 
whether or not all this study and cooperative development 
has been of benefit to the community and if so in what 
way. What was the relief situation in Morell around 1935 
and 1956? A. It was pretty bad especially among the 
fishermen, At least 90 per cent of the fishermen were 
on relief. Of course, the farmers are better off than the 
fishermen and there were not so many farmers on relief. 

4- Has there been any change in that situation? I 
con't want to @eal with the war years, but before the war 
started? 4. Yes. Through the credit union many of the 
mon have been able to geu back on their feet, and by means 
of loans they have been clearing off all their debts. Some 
were store debts, and that would be the first thing. I 
aon't say they have cleared them all off but they have been 
pulling themselves out of debt. 

BY MR. PARKER: 

4¢ You have told an interesting story this morning 
and Il am sure the Commission will give it proper con- 
Sideration. Can we sum it up by saying that during the 
last seven or eight years the financial position of the 
people of this community has very greatly improved? 
se That is correct. 

Q I do not suppose you would suggest that all the 
improvement is due to the cooperative movement, or would 
you? Ae No; I would not suggest that all of it is due to 
thate 

y% jI suggest that in considerable part it is exactly 
the same as it is in many other communities, not only in 


Prince Edward Island but in the rest of the country: that 


he 


mie 8. = Aa 
‘ a ae, 


ss 
MV ett 


Revie nh, Ek atom pea a “oe, el : 


ahd 


st e.tm te Pe) een 
Py 
sctovee bf) 


AGO!) Seg él ch 


4 
‘Smog Cal 


. 


vag, Breet 
epi! 


: ¥: ; » Pe 
(Aen ood Lites 2 on 4 


iS y a 
ae ce ty 
i) 


& » aw 
Tp cree " 


VW inf 5) a 6 
a ey ms 
oy 


isc io ot 


3-17 


-4075- Mr. O'Brien 


is to say, business conditions have improved generally 
everywhere, quite apart from assistance from any quarter. 
{ am not minimizing the assistance given by the co- 
operative movement, but you will agree with that state- 
ment, will you not? ii. Pardon me? 

Q¢ You will agree that some of the improvement in this 
district, which you have been talking about this morning, 
is due to the general improvement in conditions everywhere 
among farmers, fishermen and others} we Some of it. 

QX%- I am not suggesting that all of it is due to that 
fact, but some of it is? fue Y@Se 

Xe &nd as a result of what has been taking place there 
you Say that this credit union has now $30,000 on hand? 
fue YCSe 

% Of that amount how much is out on loan to members of 
the credit union? A. At the end of September there would 
be $17,000 loaned to members, 

Q.- What proportion of the members are borrowers 
ordinarily -- a half, a quarter or two-thirds of them? 
4e At the present time it would be low, between one-third 
and a half, 

Qe Not much more than a half at the highest? 
ae More than a half. 

4- But there have been many depositors who have not been 
borrowers et all? i. Not such an awful lot. 

Ye But some? iio One is all I can remember, 


a) 
¥ 


- Every single member of the credit union has been a 


borrower with that one exception? A. At one time or 
anothere 
%- For one reason or another? A. Yes. 


Q- The cooperative store you are now Operating in 


~~ 
+¥ 
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that community is organized as a separate company under 
the Act? He §=9YOSe 

¥» The cooperative does business separately and apart 
from the credit union and apart from the creamery? 
ue §609Y CS 

Ye «nd that had a turnover of $108,000, that co- 
operative store. 411 those sales were made for cash? 
ise YO@S, practically all. 

% What do you mean by practically ell? Ae I will 
explain that to you. 

%- In round figures. i.e <sabout 90 per cent cash. 

4 Why did you depart to that extent from the principle 
you laid down that sales should be for cagh? tie We have 
railroad men who run monthly accounts. They receive a 
regular monthly cheque. 

Q. Your creamery business is all cash? ie We are 
buying products through the farms. 

Q- «at what rate do you pay the farmers? A&A. The 
market price. 

% How do you determine the market price? A “The 
general level of market prices in Prince Edward Island. 

Ye «at the time the milk is delivered? Arr? Yas. 

Ye «and you dispose of the milk? 4. Dispose of the 
butter. 

Ve 4t the best price obtainable? Ae Yes. 

% What do you do with the proceeds from the butter? 

42 «At the end of each year the PROFit is distributed in 
Pacronage dividends. 

Q- First you deduct from gross sales the amount of 
advance you have given the farmers in the meantime? 
ae It is put through as a complete business deal at the time 


we buy the cream. That is paid for and at the end of the 
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year; whatever is left over is distributed in accordance 
with the quantity of milk we bought from the farmers. 

Ye Before you make the distribution you have to take 
operation costs into account? tie YOSo 

Ye and you set aside reserves? &e Yes, those 
required by lawe 

Ye «and having paid costs and set aside reserves, if 
you have some left over, as you always do -- 
ie Not always. 

j}s But in years when you do, you divide that up, and 
when you have none left over and are a little shy, what do 
you do? ‘44e We have not had that set-up lately. 

%- How do you take care of losses? ive We don't 


know much about the business. The year before this we had 


Ye Why did you not go back to the members and ask them 
to make it up? ite They did not have money. 

Ye Did not a lot of them have money in the credit 
union? ise We could not touch that. 

QY- Couldn't they touch it? As +I don't think they 
want tOe 

Q- Who made up the loss? 4. We made up the loss, 
the directors. . 

Ye Where did it come from? fie Our own pocketse 

Ye But you were later reimbursed? Ae YOS-e 

Ye Do you buy this milk from the farmers? Does the 
cooperative buy it or has it an agreement with the farmers 
that the cooperative will take the milk and handle it 
and make it into butter and give them all they get out of 
it? ie The cooperative buys the milk from the farmers, 

Ye Do they enter into a formal agreement with the 


producers? 4. No, it is a business arrangement. 
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2+ This community has greatly improved financially, 

: you have alreddy stated. In days gone by, however, they 
were unfortunate enough to have to get relief from the 
Government authorities. Things were pretty blue? 

Ae Y@Se 

4° Now that they are prosperous have you any reason 
to suggest why they should not contribute to that very state 
which in times of distress helped them out of their 
difficulties into prosperity? A. I think they are doing 
that through taxes? 


%. Any more than anyone else? A. As much as snyone 


Qe But I am referring to Dominion income taXe 
A. If they are taxable they will pay it. 

Ye Are you suggesting that these cooperatives, like 
the creamery and the credit union, should be exempt from 


taxation by reason of all these blessings which you say they 


| have brought to the community? Is that your argument as to 


why they should be exempte A. Those are supposed to be 


Ye You did not hesitate to express an Opinion to my 


learned friend a moment ago. Ae I think it is an argument 


in favour of our position. 
4¢ Even though they may in law be taxable, theoretically 
| at any rate, you think that tax should be lighter or should 

de removed by reason of the good work wrought in the 
) community. Is that your position? A. Yes. 
r BY MR. FRANCIS: 
| de Are the people in the Morell community, because 
of the cooperative movement, better able to pay any taxes 


that any Government might impose upon them? A. Certainly 
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MRe PARKER: That concludes the brief, Mr.Chairman, 


The representative of the province of New Brunswick is 


here with certain records relating to credit unions and 


I think we might begin, so far as New Brunswick is con- 


cerned, by having him put those records on file. 


Se W. KEOHAN, 


Registrar of Credit Unions 
and Inspector of Co-operative 
Associations, 

Government of New Brunswick, 
having been duly sworn, 
testified as follows: 


BY MR. PARKER: 


2e What position do you hold with the provincial 


Government? 46 I am Registrar of Credit Unions and 


4+ How long have you held that position? ae For 
the last six years. 


Q% You have certain records relating to the formation 


Inspector of Cooperative ASsOciations. 
| 
| and operation of credit unions. They are filed with you 


as required by the various statutes governing credit unions? 
Ae Ye@Se 
| Qe ind the same applies to cooperative associations? 
| tse YOCSe 

%e You have brought with you certain statistics and 
reports from your Department indicating the number and extent 
of credit unions and cooperatives of which you have record? 


i6 I have a Summary of that. 


Qe Will you place it on the record? Ae I have one 


| with me. 
Qe Referring to Exhibit "i", skeleton statistics of 
eredit unions of the province of New Brunswick, and Exhibit 


"B", New Brunswick Co-operative, these two documents contain 
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4 sulliary covering the years 1937 to 1944, Exhibit B 
is a narrative Statement dealing with cooperatives? 
lee YOSe 

Ye Is that a fair way to describe it? A, Yes. 

de It shows that in the year 1937 there were twenty- 
cight credit uniong with a Membership of 2,000, assets of 
$35,000 and on loan $38,000. Does that mean loans to 
Members? Ae Yes, 

Je 4nd similar figures are given for the years from 
1938 to 1944 inclusive, Showing progressive increase in all 
columns? A. Yes, 

Qe So that in 1944 we find that the credit unions have 
increased in number from 28 to 148? ie Ues. 

Ye And the members have increased in number from 
2,000 to 27,558? A. Yes. 

Qe And the assets have increased from $35,000 to 
$1,744,000 Ae Yes. 

Ye While the loans have increased from $38,000 to 
yl ,266,000? me That is on « yearly basis for the year 
1944, 

BY MR. ARNASON: 

Je That is the cumulative total? Ae No; that 

is the 1944 total, 
BY MR. PARKER: 

4e The total loans handled from 1937 to 1944 inclusive 
amount to $4,482,000? A. Yes. 

%e Does that mean loans to members of these credit 
unions? Ae The credit unions can loan Only to members, 

Ye We have found in some cases in other provinces that 
they loaned - certain institutions, buying institutional 
bonds. fe =6r Those are investments; we cOnsider them 


investments provided for in the Credit Union Societies Act. 
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Q% The figures you table here do not include such 

investments? ‘Ae No. 

Qe Have you any information as to the amount vz 

loans made by credit unions, or the investments? 
4. That is given later on in the statements, 

4% The figures I have read show that the total out- 
Standing in members loans is $912,000. > Age Yea. 

Ye Or about 57 per cent or the assets, and $565,000 
was then invested in Victory Bonds, Ae Yes. 

je At the close of the Seventh Victory Loan Campaign 
the investment in Victory Bonds amounted to $739,000 and 
of this amount $22,000 was from the guarantee fund. What 
is that? A. Twenty per cent of net earnings must be 
set aside and accumulated from year to year for possible 
abnormal conditions. 

Ye That is provided for by legislation? Lie YeSe 

% Is there anything here to show the amount of 
share capital in these credit unions? i. I have the 
reporte 

de Can you tell us what that is?) oA. ttharc capital, 
September, 1944, $1,596,679, 

de Give me alongside of that the total deposits, 

As $59,994, 

Ye So that the figures show that the money which the 
eredit unions have for loaning and for investment a great 
deal more of it comes from the sale of shares than from 
members* deposits? ire YO@Se 

te You state in Exhibit 4 that a more detailed analysis 
of one year's business, that is the year 1944, would show 
an increase in assets of $602,000, of which $565,000 was 
an increase in share capital; that is, share capital sold 


to that extent in New Brunswick in 1944 -- new share capital? 
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4“ Technically that is what we call it. It is really 
Savings. 

Ye Don't call it anything technically; call it what 
it ise it is money paid into the unions in return for 
which they had been issued shares, ie There are no 
sharo. certificates. The members have a pass bokk such 
as you have in a bank, and savings are entered there. The 
units of savings are $5 and the Act denominates them 
shareSe 

te That is what you mean? You don't have a fancy 
engrossed share certificate with a red seal on it. The 
share is evidenced in a pass book, but apart from that it 
is to all intents and purposes share capital? Ae Yes 
and NO» 

¥- Give us both the yes and the no. fie Credit | 
union funds are not put in as permanent investments. They 
are really savings and can be withdrawn on notice of 
ninety days, and in practice can be withdrawn almost 
at will. 

Ye You say that during the year 1944 credit unions 
loaned to members $1,266,000. Is that right? 
ine §=69 LOB 

je That is, 12,207 loans of an average of $1039 

Ais  YOSe 
Ye 4nd for an average period of seven months? 
the YOSe 

je Exhibit B is a narrative statement dealing with 
these cooperative societies? Ae My intention was to 


read that. 


(Witness read the statement), 
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BY MR. FRANCIS: 

Ye You refer to eleven cheese factories and ten 
creameries under that special legislation? die Y@Se 

je I think it would be helpful in introducing the 
later briefs to get an explanation from you as to that 
legislation. “are you acquainted with these two organiz-~ 
ations -- first of all the cooperatives? 4. That is 
one of the associations over which we have Supervision. 

Je Do you know under what legislation that association 
was incorporated -- that is, the Madawaska. That is the 
one I am talking about. 4. What developed into a co=# 
Operative at Madawaska was Originally a creamery which 


was incorporated under that special legislation, Chapter 


40. 


Je «after operating under the old legislation it 
applied for incorporation under the legislation which 
you supervise? i.e Yes, I include this because it is 
generally considered that these associations are operating 
cooperatively, and one year after our Co-operative 
associations Act was passed this fact was recognized and 
a special section, 104, was placed in the Act so that if 
the association would file certain information with the 
Inspector to be placed before the Minister, the Minister 
could pass the order which would convert these associations 
or bring them under the Co-operative Associations Act. 
That was done in 1939 and the association took out 
Supplementary powers after that. 

Je That is the Madawaska? Ae YeSe 

je Could we file as Exhibit 3 the amendment in reference 
to these old associations enabling them to become trulv 


cooperative? se YOSe 
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MR. PARKER: That is the amendment to the Associations 
Act? 

THE WITNESS: Yes4 

BY MR. FRANCIS: 

J» Are you acquainted with the Sussex cheese and 
butter factory? A. The Sussex cheese and butter factory 
is one of the associations defined in Chapter 40. At the 
present time we have no supervision over it. 

Ye But you are acquainted with it? A. Yoese 


Ye It has not been brought under the new legislation? 


Ye Is your knowledge of the Sussex Gheese and Butter 
Company such that you know whether or not it Operates in 
accordance with cooperative principles? If you haven't 
that knowledge it is all right. A. It is generally 


understood that it does. 


Ye Do you know? i. Yes. It pays back at the end 


| of the year a patronage dividend to its members and 
| has always done so, 
MR e PARKER: What do you mean by saying it is co- 
' operative? 
BY MR. FRANCIS: 
Je I wish to show the composition of these associations. 
With regard to credit unions, and referring to Exhibit A, 
. I would like to know whether the credit union officials in 
| New Brunswick consult you from time to time concerning 
| income tax problems? 4. The matter has not been dis- 
cussed very much, but it does come up occasionally. 
) Ye It has been referred to? Ae YeSe 
Ye Do you know from your contact with the credit unions 
: which you supervise whether or not the credit unions in 


New Brunswick have deducted 7 per cent share interest? 
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ue No, they have note 

Ye Do you know whether that problem has given them 
concern or not, from your conversations with their officials? 
i. Yese It has given us all some concern, the officials 
included. 

THE CHAIRMAN: Have there been any recent developments 
in that connection? 

THE WITNESS: No. 

BY MR. FRANCIS: 

de Speaking of the cooperatives, they do not pay 
income tax? A. No. They are exempt under Section 
4 (q)e 

ye With regard to cooperatives, let us take the form 
of fishermen's cooperatives. Do you know whether or not 
any of them pay income tax or have paid income tax? 
e Farmers! associations? 


je 60d YOS Ae No. As far as I know, they have not. 


| Ye Or fishermen!s? Ae NOe 

Ye What about urban consumer cooperatives? 
ize They have been advised to follow the general practice 

| in Canada, I believe, of paying income tax after deducting 
patronage dividend. 

| BY MR. PARKER? 

| ye Who gave them that advice? Ae I gave them 

| that advice. 

. Ye You advised them? Aue Yes, I advised them to do 
thate 

BY MR. FRANCIS: 

) je Have they followed the advice? ite We have 

only four urban cooperatives. Three have been operating 


. at a small deficit and have nothing to distribute. The 


fourth has taken ite 
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MRe PARKER: [I cannot understand how they are 
Operating at a deficit. 
BY MR. FRANCIS: 
je Don't they operate at cost? ‘A. That answer 
should be qualified. 
BY MR. ARNASON: 
je I was not clear how many of the ten creameries and 
cheese factories came under your supervision by virtue of 
having taken advantage of the legislation. Ae Only one 


has been converted. The others are discussing it. 


GORDON H. NICKEL, 


Saint John Board of Trade, 
having been duly sworn, 
testified as follows: 


BY MR. PARKER: 


Je You are appearing on behalf of the Saint John 


Board of Trade? fs. st Oe» 


Je «And you have a short brief you are directed to 


present? A. YeOSe 
| Ye Who sent you? ie The Saint John Board of Trade, 
| 
je By resolution? 4. By resolution of the Council, 


of which I am a member, 
| % By whom was this brief prepared? A. By the 
| Taxation Committee of the Board of Tradee 


| je How many members are there on the Saint John Board of 


| Trade? fie Roughly 200, . 
Je Mostly citizens of the city of Saint Jobin? 
die YOCSe 
Je Do you know whether there are any members of co= 
Operative institutions among the members of the Board of 


Trade? A. There is no reason why there should not be but 
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I don't think there are any. 

Je You have not examined your membership roll? 

‘e I am quite sure there are not because cooperation in 
the city of Saint John itself is not very great and the 
members of the Board of Trade derive from the city of Saint 
John. 

je This brief consists in the main of a resolution 
that was passed by the Board of Trade some time ago? 
ae §60 YS 

Ye Was this action that you have taken before this 
Commission approved by the membership at large or merely 
by the executive? A. By the council which was appointed 
by the members. 

Ye But did the council send back to the membership 
what they proposed to place before the Commission? A. May 
I ask what the date of that original is? 

ye The original resolution is dated August 24, 1944. 
a» That was presented to the general membership in August 
and in the meantime there have been several general meetings 
at which it was presented. 

Ye In so far as this brief is a quotation of that 
resolution it has received the support of the membership at 
large, and in so far as it contains Something else, that 
represents the views of the executive? A&A. Of the council. 

Je Perhaps you will read it, A. It is as follows: 

St. John, N. B., 
e’th January, 1945. 
"Royal Commission on Cooperatives, | 
Room 325, Hast Block, 
Ottawa, Ontario. 
"Honourable Gentlemen, 


"With reference to the taxation of cooperatives, etc., 


the Council of the Saint John Board of Trade confirmed its 


a heh 


Kes 


pion 


ie 
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resolution of 24th August, 1944, addressed to the Hone 
J. L. Ilsley, K. C., Minister of Finance, and which reads 
as follows: 

‘Whereas the establishment and Operation of 
SO-callcd "Co-operatives" and "Mutual" business 
concerns is spreading rapidly; and, 

‘Whereas the absorption, organization and 
conducting of public utilities ana other businesses 
by municipal, provincial and federal governments 
is not only Growing but is being adfocated by some 
as a nationally economic policy; and, 

"Whereas any federal income tax exemption or 
other special privilege or concession that these 
companies have been receiving or may in future 
enjoy, amounts to a subsidy equal to the tax that 
would have been paid by them if under private 
Operation. This creates an inequality in the trade 
concerned and it depletes the national revenues to the 
Same extent: 

‘Therefore the Council of this Board strongly 
but respectfully recommends that the Federal Minister 
of Finance establish the principle that all such co- 
Operatives and government-operated concerns be treated 
in relation to income tax exactly the same as a limited 
liability company operating in similar circumstances 
and under similar conditions. 

"We emphasize that no objection is raised here to the 
existence of such enterprises, but only that they bear an 
equal share of taxation with similar non-cooperative 
concerns. 

"We fully recognize the necessity, in war time, of 


giving the Finance Minister a very free hand, and we think 
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these suggestions, if followed, would materially increase 
the national revenue, as the taxation of cooperatives 
alone -=- that are not now taxed -- would produce over 
One hundred million dollars annually, and at the same time 
establish equity that seems to be lacking at present. 
"Respectfully submitted, 
Saint John Board of Trade 


Sgd.: F. Maclure Sclanders, 
CoMm ie ¢@i one 2s, 


BY MR. PARKER: 
de I notice this resolution seems to be a re- 
solution of the Council ana not of the whole Board. 


4se That is correct, 


je When was that placed before the Membership at 
| large? 44. That would not have been read in detaile 


4e It is a resolution of the Council ana nothing else? 


fe «A resolution of the Council. 


ye snd nothing else? i. This is a resolution 


| of the Council of the Board of Trade. 
| 


ye It is the Council that you are representing today 


| rather than the membership at large? A. Yes. 


je Why was it not submitted to the 200 Members so 
that you could speak with the voice of 200 instead of with 


. the voice of a committee? You do not know why? 

| Aue It did not appear to us to be necessary somehow, seeing 
' 

t 


that the members at large appointed the members of the 


Council, 


4% To do what? me To act for them in any matters 


pertaining to the Board of Trade and any representations 


which the Board of Trade as such might make on any subject 


matter. 


je That is, the membership just had nothing more to 
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say about it once the executive was appointed, so that 

the executive could commit them to a statement of policy 
On public matters without going back to them? That is 

the way they function? A. They have quarterly meetings 
at which the general membership is invited and the Council 
explains what has happened during the previous quartere 

¥e Has this resolution ever been placed before a full 
meeting of the Board? A. Not since the Royal Commission 
was appointed.e 

Ye «At any time? A. That I cannot say. 

}s Was any resolution ever passed by the members at 
large instructing the executive to come before this 
Commission to present any views? A. Not ty the members 
at largee 

% Ye At the bottom of page one they state "that all said 
cooperatives and Government-appointed concerns be treated 
in relation to income tax exactly the same as a limited 
| liability company operating in similar circumstances and 
| under similar conditions." Do you know or have you con- 
sidered just what that means? Do cooperatives operate 
| "in similar circumstances and under similar conditions" to 
private companies? What do you mean by that? 
ae Here is my view -- 
}» I want you to tell us not so much your personal 
views, valuable as they may be, as the views of the Saint 
. John Board of Trade. What do they mean by it? 
4. They mean that, shall we say, a retail store operating 
in Saint John, selling to all-comers, is in exactly the same 
position as a retail store that is owned by shareholders 
under Dominion or provincial companies' acts selling to 


all-comers. 
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Ye Are there any such in Saint John? Ae Y@Se 
je Name one cooperative in Saint John. 
A. There are two cooperative stores to my knowledge. 
je Name them so we can find out about them. Can 
you give the name of one? 4&4. No, but I know of one 
that is called a cooperative.store. It is in the north 
end and there is one in the central part of the town. 
je General stores or groceries? Ae I am not sure. 
I know however that there are retail cooperative stores 
jn Saint John. 
}¢ Retailing what -- groceries, hardware, or what? 
A. Groceries chiefly. 
}e Do you know their method of operation and how they 
buy their supplies? Ae Noe 
¥e Then how can you say they operate the same as a 
limited company? A. Their doors are open for trade the 
same as anyone else and anyone can go in and buy. 
}e On the same terms? ive YOSe 
| je How do you know they are on the same terms? 
| A. That is general knowledge. 
| q je General is a wide word. I did not know it and lL 
doubt if the Commissioners know it. What do you mean by 
that? We want to be realistic and get down to brass tacks. 
| It is no use saying that such and such a thing is generally 
known; that does not mean much. &. The best way to get 


an answer to that would be to inquire from the cooperatives 


t 
} 
; 
. 


themselves. 

d If you say you can't answer the question I will not 
pursue it. You say: "We fully recognize the necessity, 
in wartime, of giving the Finance Minister a very free hand, 


and we think these suggestions, if followed would materially 
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increase the national revenue." Will you tell me what 
in the world you base that on? How much increase would 
that bring to the national revenue, and where did you 
get the figure you mention in this same paragraph of 
100,000,000 annually? Why did you not say one hundred 
billion? Where did you get that figure? Do you know? 
iro =NOe 
Je «aS far as you are concerned it is a wild guess? 
4. Personally, yes. 
te Do you know where the Board got the figures? 
‘ie Now 
je Who prepared the brief -- you? A. No, 
Mr. Sclanders, the Commissioner. Mr. Whitmore is Chairman 
of the Taxation Committee, 
4e And they are not here to Say where they got that 
figure of one hundred million dollars? “Ae Nove 
THE CHATRMAN; Was that ina press report coming from 
Calgary? 
THE WITNESS: It must have been got from the same source, 
MR. PARKER: Unofficially, I understand it came from 
the Financial Post. 
BY MR. ELLIOTT: 
ye The proposal of the Saint John Board of Trade is 
double-barrelled; that is to say, that public utilities 
and other conveniences now owned by governments should be 
taxed, and also that cooperatives should be taxed. 
Provided the Commission should find it impracticable 
to make recommendations concerning governmentally-owned 
institutions, would the Saint John Board of Trade be 
favourable to separating these two barrels? A. Most 


certainly. 
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Q- Favouring the governmentally-owned businesses as 
compared with the cooperatives? A. Yes. We would 
make three pistols out of the triple-barrelled shot sune 


Q- The figures are not tied together? A. No. 


C. K. BEVERIDGE, 


Chairman, 


Insurance Agents Association 
of Saint John, 

having been duly sworn, 
testified as follows; 


BY MR. PARKER: 
2+ You appear in what capacity? A. I am Chairman 
of the Agents Association of Saint John. It is the 
association of Agents in New Brunswick. 

Q- What kind of agents? A. Insurance agents, 
excepting life. 

Qe Fire, casualty and everything except life? 
Ae Y@Se 

Q What sort of Association have you? fie We 
have an Association of Agents, not very active, where 
the agents get together and discuss matters of mutual 
intereste 

Q- It is not an incorporated body? Ae No; 
it is just a group. 

Qe How many members have you? Ae Approximately 30. 

Q- That is the whole province? A. The city of 
Saint John and agents in the province to the number of 100 
or more. But I am thinking of the association of Saint 
John. 

Q- On whose behalf are you making representation --» 


on behalf of the 30 or the 100? &. All of then. 
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2¢ How did you get authority to speak for them? 
-» We sent around a recommendation to the different towns 
and they signed it. 

Q- How many signed? A. Approximately 30. 

Q%- You got no response from the othér 702 
-« We could not get in touch with all. We had only a 
short time in which to make the brief. We have a lot of 
country agents and it would be impossible to get them all 
to sign. We signed the larger agents in the larger centres. 

2+ How many responses did you get? A. They all 
responded that we got in contact with. 

Qe This copy I have hasn't got the signatures. 

Ae It is signed in the brief submitted, 
THE CHAIRMAN: This is Only a preliminary statement. 
THE REGISTRAR: That is all that is filed. 
BY MR. P..RKER: 

X4¢ Will you read the brief, fie I will. <A meeting 
of the agents representing joint stock insurance companies, 
at which I was appointed chairman, was. held in Saint John 
hi January 5 of this year and the principles outlined in 
the following brief were agreed upon, 

The brief reads: 

"Preliminary Statement on behalf of the underlisted insurance 
agents of the province of New Brunswick representing joint 
stock insurance companies carrying on in Canada on the 

cash plan the business of fire, automobile and casualty 


insurance. 


"1. It is submitted on behalf of the group above mentioned - 
that as income tax payers, their respective tax burden is 
higher than it otherwise would be if the organizations 


commonly known as mutuals and cooperatives contributed their 


‘e eee ate nite ped pamevigea” 
nia bps ae EER, sib ftasiva mt Pag 


oat - oF hese ot Siero at bus. ‘adaoRh 


‘en nh 


Beseetias woul acid, WE qrees? rages Fl Sina. si oak 


oy ; + SES perry 2 : td . 


ae tide 0% OED seinen ‘ga wot ‘a. tt Oa 


| | : cic Se 


; 5 ae Ye SQEteey | tab 208 ew Thay henneqaet 
a > tuaide te al deg: sean Sud ‘Tease ahar hee i 
; yore wee ase nt’ ‘bout Gl oy ee | 
‘0 bi] | 2 +. % tle ; é aint aaa tae wit | i . 
’ | te . is ad ant te zi pa dg arrestee ce Lo 


. i. ; ; . Pp *@ ° - 
1" ‘ e P| ' ri v4 ° c ‘ ae ‘ : ; 
i *s z 2 : > . , . at 


% aint Pot a, | "ilad ego ; “pay fire of 


e 
i) ¥ j . ai eo y , {> 1a To RY * 7 ) Bey ee) 
4 h, ‘ f ' 
a 6 af 
if : ‘ Desens * { 
LA , en ‘ an ; ey + + ve ing , Ig 
7 
ie 
ii gtew Terr ‘eo OT. ete 
ie " wf 
~ % ae fia Tia 
eoOLOCSs faa r ; 
ss es a! c 3 ; 
; 
a HY ' to oh otietars VEAZIaaA. Oe 
# #,. 2 Sy. ‘ 2 <j : Prk 
egy ee hk area rk ee ee prc hes ees 6 ‘ i 
tat *7 ioral oy ais Se } 
A rf sh) 6 ‘ i . 4 q Of i. wh 1g vt ¥ = : 7 SES) 
: fe + « 
e\f-4 teeomDpd Sstiaetveta cove q 
i as i r 1 
ci - 7 oe bys ’ . " Te Me fr} }, 148, al =3 +t" 4 [ay 4 G (2 Ny = 
SSUES alee 
eee aay 
on ae ; — = My —— pameadic 
f fice f' L¢ oy ‘ 4 B, bed 2 nests az wD 
, We nee res a ae 
vie ate Sot A} 7 
i 
) a ee oun jot peo 
~ mete MG is hy Guts Tee : 
, , ‘ - & Aa . P wr 
ts (ee x ry whe yi ' Pe eE & eT ree, ; 
ad - . wagee: v 
Foy Pestiaa oe Ser ae 
an vores el > while ee cone ~ ¢ eo Oy cava’ &e ie, 5th g Tang 15 i. 
j j dah i db er a & ’ ; 
. 


37 


: 
} 
) 
| 


-4095- Mr. Bevetidge 


Share of taxes under the War Income Tax Act and the Excess 
Profits Tax Act. 
"2. It is submitted on behalf of the group above mentioned 
that in their capacity as agents, their field of endeavour 
is circumscribed because of the fact that their principals, 
viz.e, joint stock insurers, are at a grave disadvantage 
in competition for business because of the preferential 
position that the competitors of their principals, viz., 
mutual and reciprocal insurers are placed, by virtue of 
their exemption from taxation under the two aforementioned 
actSe 
"Se This is a preliminary statement only, as requested 
by the Commission, and may be enlarged upon when the 
Commission has ascertained further facts as to the methods 
of operation of mutual and reciprocal insurers, and we 
reserve our right to make further representations when such 
information is available." 

BY MR. PARKER: 

Q- Do you intend to come before the Commission later 
on? 4. iI understand the companies which we represent 
nave already submitted an exhaustive brief to the Commission 
on the whole set-up. 

Q%- But does your Association want to be heard again? 
A. No. That is our final brief. 

Q- What do you mean in the first paragraph ‘where you 
say “if the organizations commonly known as mutuals and 
cooperatives contributed their share of taxes under the War 
Income Tax Act and the Excess Profits Tax Act." What have 
you in mind as being their share? 44. The same way as 
the companies have to pay on excess after our standard is 


taken. We want them on the same basis. 
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F fue It is a matter étibpiaten whether they are; they 
; operate in the Same field as we do. 

2. Have you knowledge on that question? Do you 
know whether they are or are not different? ie I can't 
see where they are any different after thirty years' 
experiences They collect dividends. 

Q- Have you studied the way the mutual fire insurance 
companies operate? Ae YO@Se 

Q- Don't they operate in an entirely different way? 
i.e It comes to the same thing. 

Q% Do they not operate differently? A. It means 
the same thing in principle, to my way of thinking. 

Q« Have you looked into their organization, the 


capital structure and method of doing business of the coe 


operatives? ii. Not cooperatives; it is mutuals and 
| reciprocals we are dealing with. 
% But you are referring here to cooperatives paying 

‘their share. A. Do we say so? 
Q That is what is stated in the brief I have. Do 
you want that struck out about cooperatives? A. We have 
no dealings with cooperatives. 

Q- Why does that appear in the brief? Ae I did 
not prepare the brief. 


Qe Who did? Ae The committee, 


) Q You approved of it? A. YeSe 
Ye You were one of the committee? ba! YORhee 2 
don't know much about cooperative insurance, I admit that, 
BY MR. ELLIOTT: 
QX «are the agents you represent incorporated or un 


incorporated? ii. No; they are individuals, 
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W. H. McEWEN, 

General Manager, 

E The Canadian Livestock 
Co-operative (Maritimes), 
having been duly sworn, 
testified as follows: 


BY MR. FRANCIS: 


Je You are the General Manager of Canadian Livestock 
Maritimes? tie §6=9YOCSe 

Ye How long have you been employed by the Company? 
te Since 1931. 

% Will you explain to the Conmission how this 
brief was prepared, under whose authority and in what 
manner? 4. Under the authority of the Board and with 


the cooperation of the Co-operative Union Committee of 


New Brunswick, 
| Qe Has this brief been approved by the members of 
| your Boara? Ae Yos, all the Board. 
Q. Have you been authorized to present it to this 
| Commission on behalf of the Board? we YOSe 
| Q For the purposes of the record, I understand that 
when you were nineteen you took up a homestead in Alberta? 
) Ae YeOSe 
Q You acquired considerable land there and farmed 


there for ten years? ice YOSe 


} 
. 
} 
' 


Qe «and you acquired a knowledge of farming practices 
in the province of Alberta? A, Yese 

Q after ten years of farming I understand you left 
the farm to attend the University of Manitoba? 
ae Yes, the agricultural College. 

% «and you completed your degree work in 1926? A, Yes, 

4» What degree do you hold? 4&4. Bachelor of Science 


agriculture. 
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Y j$From the University of Manitoba? A. Yes. 

Y- When you finished your University course what 
neattion did you take? ie I went to the Manitoba Wheat 
Pool. | 

Q. How many years were you with the Manitoba Wheat 
Pool? &e Four years. 

Q During that time did you have further contact with 
the Manitoba Agricultural College? Ae YeOS-e 

Q What was that? 4. For two winter periods the 
college was open and I had leave of absence from the Manitoba 
Wheat Pool to substitute in the Economics Department. 

Qe AS instructor? Ae YOSe 

Y You served as instructor in the Economics 
Department of the igricultural College? A. Yes, 
under those conditions. 


Qe When did you first come to the Maritime provinces? 


A. In 1930. 


ye In what capacity? A. I was employed by the 


Canadian Co-operative Wheat Producers Limited to promote 
the sale of coarse grains in eastern Canada, 

| Q- Why was that service withdrawn, or has it been 
withdrawn? &. Yes. It was withdrawn within a year 
because of the financial difficulties encountered by the 


pools at that time. 


Q. Was that when you came into this organization that 
you now represent, after you terminated your services with 
the Canadian Co-operative Wheat Producers? A... Yeas 
Before that we were cooperating with the same organization. 

Qe. But then you came into the employ of C.L.C.? 
ive YCSe 


Qe In what capacity? 46 In the Feeds Department. 
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I don't know whether I had the official title of salesman 
but I was promoting sales in the Feeds Department. 

Ye When did you become Manager of this organization? 
se In 1932. 

Qe The following year? A. Yes. 

Ye When did you become General Manager? tse 19576 

+ When you set up the Department? tie YOSe 

Ye 4nd the business has grown a great deal since 
then? lie YeOSe 

%- Will you proceed with the reading of the brief, 


Mr. McEwen, &e Yese The brief reads: 


"The Canadian Livestock Co-operative (Maritimes) is 
taking the responsibility of presenting this brief on be« 
half of its cooperative members and patrons and eee ah 
herewith some information in relation to its constitution 
and operational practices. 

"The organization is a general purpose marketing and 
commercial cooperative with a federal charter. Its members 
are in the maritime provinces of New Brunswick and Nova 
Scotiae 

"These members may be either individuals or groups, 
such as agricultural societies, shipping clubs, cooperative 
Societies or federations of these societies. The members may 
be either rural or urban groups but are mainly rural, 

"The organization, C. L. C. as it is commonly called, 
markets livestock, poultry and seeds and acts as a supply 
house for its members for such goods as feeds, fertilizers, 
Seeds, insecticides, groceries, etc. The C.L.C. belongs 
to its members scattered through these two provinces, It 


furnishes centralized Strength but is controlled by the 


patron members, 
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"History: 


"Livestock shipping clubs were first organized and 
given business direction by Dominion Department of 
Agriculture fieldmen -- one in each Maritime province -- 
from 1919 to 1927, Representatives of these clubs 
were brought together to a meeting in the City Hall, 
Moncton, N. B., March 9, 1927. At this meeting, it was 
decided to organize a 'Maritime Shipping Association’. 

The Association, when organized, became the Maritime 
Livestock Board. 

"At this meeting A. A. MacMillan, representing the 

z Dominion Department of Agriculture at Ottawa, recommended 
organizing under the Canada Companies Act and said that 
he had recommended to his chief, the Deputy Minister of 
agriculture, that if the organization was set up as a 
cooperative that a srant of $1,000 would be given annually 
for a number of years to help the 'Board! get on its feet, 
and that this assistance would be continued as long as 
was needed. These grants were discontinued on the request 
of the cooperative after May 31, 1938. 

| "Charter: 

"The original letters patent were issued under 


provisions of Part Two of the Canadian Companies Act of 


1917, dated March 7, 1927, in the name of the Maritime 
Marketing Board. 
"Change of Name: 

"The name was changed by Supplementary Letters Patent 
1931 to Canadian Livestock Co-operatives (Maritimes). 
"Constitutional Changes: 

"additional Supplementary Letters Patent were granted 
in 1954. «A copy of constitution and by-laws as at 1934 


is filed as Supplement No. 1 to this brief. 
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"Objects: 
"The objects as outlined in the Constitution contain 
the following: 

(a) 4s desired, to engage in the cooperative buying 
or selling of feeds, flour, seeds, insecticides, rope, 
twine, tools, fertilizers, and any other goods or machinery 
used in the production, processing, or manufacture of farm 
or other primary products, and to buy or/and sell raw or 
manufactured goods or do general merchandising or operate 
any other services intended to assist the members of the 
cooperative in the conduct of their business, home or 
community life. 

"(b) To encourage the production of livestock and 
farm products of a type and quality suitable for the 
market, to sell, when possible, such products according to 
grade, and to market these products handled by the co- 
operative where, when, and in a manner believed most 
advantageous to the members. 

"Memberships 

"The Constitution states that membership in the co- 
operative shall be in two classifications: (1) individual 
membership and (2) local, club or district membership. 


"Operating Funds and Disposition of Surplus; 


"KI of Article 13 of the Constitution provides for the 
Marketing. charges for livestock and K2 for powers to make 
repayable deductions from the proceeds of sales. Clause 


(L) of the same article outlines the responsibility of the 


organization in providing the member with sales statements and 


(M) provides for the disposition of any surplus that 


might accrue from the operation of the business, 
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™Miethod of Financing: 


"Funds for operating are obtained by: 

"(a) Fee for marketing livestock or other productse 

"(o) Manufacturing charges and mark-up of supplies 

sold, 

"(c) Repayable Reserve 1] per cent -- see (k) 1 of 

by-laws." 

Article 13 was referred to above but it might be well 
to make that note there. Continuing: 

"(d) Deferred patronage dividends (surplus allotted 
on a patronage dividend basis but retained with the approval 
of the members for a period of time and used as operating 
capital.) 

"Reorganization: 

"In 1941 application for additional Supplementary 
Letters was made but the Secretary of State's Department 
at Ottawa advised that a new charter should be obtained to 
Support present and objective activities of the organization. 
This advice was followed and in 1944 a charter was obtained 
in the name of Maritime Co-operative Services Ltd. This 
new organization is to take over the business after May 31, 
1945. (A copy of the constitution and by-laws of Maritime 
Co-operative Services Ltd. is filed as Supplement No. 2 
to this brief,) 

"This new charter provides for the distribution of 
Surplus on a patronage basis after expenses and stated re- 


Serves are provided for. 


"The Commission Inquiry: 
ee il tOQULTY + 


"The terms of reference of the inquiry have three 


divisions a, b, andc.,. 


"Present Position: 
ieee £ OSLLLONs 


"Briefly (a) refers to the present position of co- 
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operatives in the matter of income tax and this is answered 
y by the confusion and lack of clarity of the cooperatives’ 

i position that led to the presentation of the petition by 

7 the Co-operative Union of Canada to a Committee of the 
Federal Cabinet at Ottawa, July 12, 1944. In that brief 


: a clarification of the tax position of cooperatives was 


requested. 


"In reference to the tax position of the Canadian 
Livestock Co-operative (Maritimes) in relation to the 
Income War Tax Act and Excess Profits Tax Act, 1940. 

"Tneome tax returns have been sent annually to the 

3 Inspector of Income Tax, St. John, since the founding of 
the organization. There has been no tax levied as it was 


understood since 1930 that Clause 4 (p) of the Income Tax 


Act relieved the organization of responsibility in this 
mattere 

} "While no assessment has been made, interpretations 

| and rulings of the Income Tax Department applied to other 
cooperatives in the last few years removed any feeling 


of confidence that a tax would not be imposed on savings 


and might be made retroactive to cover many yearse 
"There was also the consideration that the Canadian 


Livestock Co-operative (Maritimes), (Maritime Livestock 


Board), too over marketing work which had been started and 
financed by the Dominion Department of Agriculture from 


1919 to 1927 and, as referred to elsewhere in this 


presentation, the Dominion and provinces continued assistance 
: 
| until 1938. The cooperative has provided all its services 
i 
. Since that time out of service charges for marketing and 


| Mark-up over cost on goods supplied. 
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"Business Methods: 

"The terms of reference Clause (b) refer to the 
organization and business methdéds of cooperatives. 

; "The motive and methods of operation of cooperatives 
aré, and must be, fundamentally different from those of 
competitive business or there would be no justification 
for the cooperative movement's existence, 

"The cooperative is not an organization of tradesmen 
dealing with the general public but is one deriving its 
authority from the individuals who use its goods or 
SeErviceSe 

"In practice the C.L.C. Central Office has had many 
requests to set up some service for a local Sroup.e Such 
a request is consistently refused, The group must take 
the responsibility for establishing and maintaining its 
Own service and for any help that is extended from outside, 
When that responsibility is assumed then C.L.C. (Central) 
may assist. This method tends to decentralize control of 
industry or service to the limit of the ability of each 
local group to operate its own. The groups combine with 
others only to do things beyond their local ability. 

"A cooperative association is organized to render some 
particular service or services to its members. In performing 
such services there are well-established rules that the 
business ghall be non-profit in character, and that the 
control shall be democratic and always retained in the 
hands of the members and that invested capital shall be 
accorded only a nominal rate of interest, if any at all. 

"There are other rules important to the cooperator, 
but not so pertinent to this inquiry as the particular one 


relative to being non-profit in character. It is this 
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non-profit issue that is being challenged and is the 


a 


heart of the question now under investigation. 
; "To illustrate the difference in motive and effect 
of the operating principles of profit vs non-profit 
business we reproduce here the table of profits and taxes 
as contained in the Bank of Canada Report on 665 business 
: firms for 1943 as published in the Financial Post of 
October 28, 1944, 


Profits in Billions: 
Earnings of 665 companies - 1936/43 (millions of dollars) 


1936 1937 1938 19359 1940 1941 1942 1943 


TT TT TT 


Net operating profit 392 476 410 488 619 765 858 799 


| Add.Investe & other 
| non-operating income 
(net) 47 50 48 44 40 43 O7 38 


Less depreciation (2) 108 117 114 122 147 177 201 1935 


Bond Inte(incl.Exch.& 
amortization of 


| discount (3) Be 52 49. 40) AS) ae a 
| Net profit (1) | S796 35% 205 36] 466 ep Bee 809 


/ Less income & excess 
profit tax (exclusive 
refund portion) 49 62 Ha 9S) J9Re P71 wae. OUP 


Net income to 
| stockholders eo0 295 248 288 266 S10 Silo 292 
. Less: forced saving 

(refund portion) 


. of excess profits tax 19 32 
) Net iacone avast apne 230 295 242 288 288 310 294 260 
| for dividends “(1 (3 

| Net Income paid out 

| in cash dividend 185 219. 834. 225-223: -225. 609) i196 
| Undistributed income 

| (exclusive forced 

saving) 45 76 8 65 65 87 85 64 


| The highlights of this table are (for eight years) 
Net operating profits $4,785,000,000. 

Net income to stockholders, after income and excess 
; profits taxes $2,258,000,000. 

| Net income and excess profits taxes for eight years 


$1,304,000,000, 


sui ‘9h Ld Nene 
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"The Financial Post listed the table under the 
headlines, ‘Company Profits Drop 6.7 per cent.' 

*Now keep in mind that those profits were made under 
two general conditions. (1) The first in years when a 
great percentage of the people were on direct relief 
and, (2) the last in years when the whole effort of the 
country should have been devoted to the war effort. 

"Even in the most favourable light from the standpoint 
of the general welfare, the people paid $4,785,000, 000 
more than it cost to supply the goods and services in 
eight years in order that the government obtain about 
1-1/3 billions in taxes, much of which had to be used in 
those first years to keep people alive who were on relief. 
The public was taxed almost five billion, the government 
got over one billion of that. 

"Co-ops Method: 

"The cooperative method of disposal of such surplus 
is to apportion it back to the people pro cobe to their 
purchasese To have done that with the peoried in 
the table above in the depression years would have given 
those tremendous sums, which were taken as profits, 
back to the people who created them and whose spending 
keeps the wheels of industry going. Disposed of that way, 
they would have increased the people's wealth or wealth- 
creating ability, and the wealth of the people is always 
the source from which all taxes come regardless of how 
collected. 

"Savings not Profits: 

"Ue. S. Secretary of Agriculture, Claude A. Wickard, 
as quoted in the Co-operative Builder, Superior, Wis., 
November 25, 1944, said when speaking to the Wisconsin 


Farmers! Union in the fall of 1944: 
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'The true cooperative is not organized to make profit 
and therefore cannot be subject to a profits tax. Patronage 
refunds based upon the amount of business done with the 
cO-op cannot be put in the same class ag profits made from 
an investment in a corporation. Let me aiisteate by 
Saying if two people pooled their purchases in order to 
get a reduction in price, they would not be making a profit; 
they would simply be making a reduction in the cost o@& 
their purchases. The same two people might then pool their 
product for sale in an effort to cut down the cost of 
marketing. Again they would not be making a profit, but 
would merely be realizing a better price for their products 
because of reducing their cost of doing business. However, 
if these same two men would enter into a partnership or a 
corporation to buy and sell other people's products, they 
unquestionably would be in the business for making profits 
from their investment and effort.! 

"Legislation Disabilities: 

"It will be noted that, while there are clear-=cut 
principles involved in cooperative organization, many co- 
operatives have had to begin their operations under legislat- 
ion framed to regulate business with different Objective or 
motive, and have had to operate in a business field already 
dominated by that other type of business. 

"This has meant that cooperatives have usually had one or 
more of the following obstacles to contend with in the 
Operation of their business: 

"(1) Legislation under which their operating charter 
was obtained was not designed for, nor suitable for, the 


fulfilling of all the principles of cooperative organization. 
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"(2) Business customs of long standing wan have 
become habit on the part of the individuals and which are 
at variance to cooperative principlese 

"(3) The position of some cooperatives under their 
operating license which requires them to serve non- 
memberse 

"Provincial Co-operative Associations! Acts have been 
obtained in the Maritime provinces only within the last 
ten years. 

"Result of Disabilities: 

"Because of these disabilities, cooperators have 
sometimes been forced to, or sometimes deemed it necessary 
to, forego certain desirable principles in order to obtain 
a charter in the first place. They have had to work with 
members who in the beginning were more familiar with 
competitive business methods than cooperative. They 
may have had to service non-members under the law, but in 
spite of these considerations, cooperators have not 
sacrificed their principles and every year finds old 
organizations improving their cooperative position by re- 
organizing under legislation more in keeping with co- 
operative motives. They are found adopting by-laws and 
business practices more purely cooperative. The motive 
of non=profit business (service ond democratic control by 
the members) is gaining ground as the cooperative movement 


is better understood by the people. 


"Price Making: 


"This Commission is concerned to a large extent with the 
study of business profits, as in private business and 
cooperative business surpluses. There is one operating 
method common to cooperatives that has a very important 


bearing on surplus, that is the Rochdale practice of 
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charging usual prices. 
"Patronage Dividends: 

"This pricing method was adopted in order to provide 
a margin of safety and to keep in line with other business 
and not unduly disturb customary prices, but can only 
be tolerated by the cooperator if a second Rochdale rule 
is also followed, i. e., the allotment of surplus, if 
accrued, to the patron members on an equitable patronage 
basise It should be realized that to legislate that co- 
Operative business surplus accumulated under this ‘'usual 
price* custom must be taxed before dispersal could only 
result in the really disturbing method of pricing the goods 
or services at cut rates as near cost as possible. 
"Comparative Positions: 

"The third division (c) of the terms of reference 
of the inquiry is concerned with the comparative positions 
of cooperative and private business. We will submit our 
comparison in a setting of actual experience and in respect 
to those cooperative services the members of our organizat- 
ion are building for themselves, 

"Livestock Marketing? 

"For the most part the background which led to co= 
operative livestock marketing has reposed in that atmos- 
phere where the primary motive of the trader was profit 
makings 

"Let us look more specifically at these developments 
as recorded in document or experience. 

"In the early 1930's livestock prices no matter by 
whom sold were insufficient to give the farmer a return 
equal to the labour expended in production. Drover 


activities were extended due to trucks and road improvement. 
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Cooperators were warned that the drover method of 
marketing was not the best for the farmer. 

"Later events bore out this warning. In 1955 over 
5,000 hogs were marketed alive by drovers in New Brunswick 
through channels where a federal grade was applied. 

Only about 13 per cent graded in the two top grades -- 
A‘*s and Bl's,. 

"The cause of this low grading was largely the com- 

petition between the drovers. Each feared that if he 


left the pigs on the owners! farms until grown to proper 


market weights that a competitor would get them so a 


favourite drover argument was that the market wanted a 
light hog. The result was that a very big percentage 
graded light thereby taking a deduction in price of $2,50 
per head and the product being unsuitable to process for 
export bacon. 

"The situation became so bad that a committee was 
set up under government and cooperative leadership to work 
out a solution. 

tThe policy submitted by this committee covered (1) 
desirable production improvement methods (2) organization 
on the part of the producers for cooperative shipping 
(3) a premium to be paid to the producer for hogs grading 
A's and Bl's by the provincial Departments of Agriculture 
(4) cooperative selling which insured direct producer 
control and guaranteed that quality premiums would get back 
direct to the farmer. 

"The first period of operation after this policy be- 
came effective covered four months of 1936 when about 
2,000 hogs were marketed, mostly from the same territory 


from which had come the drover hogs a year before. 
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They graded over 60 per cent A's and BlL'S. 


if 


GOvernment Departments Help: 


"In the years following, conditions and returns have 
improved greatly under the combination of cooperative 
marketing. Provincial assistance to the farmers based on 
quality, and federal aids under war production pclicies 
ind much, though not all, of the unsatisfactory different- 
ials in price as between Maritime and Central Canadian 
Markets have by this combination been eliminated, 

"True that the bettering of conditions has been assist- 
ed by government policies in the production field but govern- 
ment policies have in turn been materially assisted by 
having 2 producers! organization doing the marketing that 
was also interested in improving the lot of the farmer 
rather than making profits out of him. 


"It was noted that New Brunswick hogs marketed by 


drovers in 1935 graded about 13 per cent A's and Bl's 


(the two top grades). It will be interesting to note the 


grade record for hogs marketed cooperatively since. that 


timoe 
A's & Blts A's & Bltg 
Year Nova Scotia Carleton Co., NeB. 
19389 Teed tO aL 
1941 7348 BS eas 
1943 7Oee 82 el 


(Note: Many of the drover hogs had come from Carleton 
Co., Ne B., in 1935,)" 
That was when the grading was 13 per cent. Continuing: 
"Government Departments of Agriculture have worked 
Closely with the co-op. in this improvement and marketing 
work, indeed the help has been reciprocal, but why should 


helpful policies or attitude from governments be questioned. 
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It will be 4 sorry day for Canada when, or if, the govern- 
ment elected to protect the people's interests became a 
party to, or stands aloof awhile, the producers fail to 
reccive a fair share of the income of the country. 


"People Pay Profits or Taxes: 


"This presentation may have more argument relative to 
cooperative marketing as a method than with the tax question, 
but what we are endeavouring to show is that one branch at 
least of farming was threatened with ruin but by cooperative 
action it was possible to give it new hope and life. 

"Lamb Marketing: 

“The following is the story of the first cooperative 
damk morketing in 1920 and this story can be verified. 

"The main buyer at that time in Eastern Nova Scotia 
was a4 private company. Each year their man would be in 
Cape Breton or Antigonish and would have an agent or agents 
lined up in each shipping district, whose job it was to 
contact the farmer shippers and get their lambs. 

"These agents apparently had another important job, 

1. e., to impress the farmers with the idea that the market 
was very bad and they (the agents) weren't sure yet whether 
their company would buy the lambs or not and if they did buy 
the price would have to be low. 

"In this way the farmer with no organization of his own 
to get reliable information through to him on markets 
approached shipping day wondering if he could sell at all 
and ready tc take any price offered him. 

"Thus in 1920 events progressed through those stages 
until 5 cents per pound was suggested early in the season 
ana this was modified upward on the farmers! 'Hard bargaining’ 


to around 6 to 7 cents per pound at the shipping point. 
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"The first cooperative shipment went out in the same 
time period and netted back 12 cents per pound to the farmer 
Shippere The price at Montreal had been reasonably con- 
Sistente It was not a fluke price or payment. The market 
warranted that return. 

"The experience of those early days was that lambs 
in Eastern Nova Scotia were being bought by the buyers! 
agents at from $1.50 to $3.00 per head in most cases where 
Similar lambs brought $4.00 to $8.00 per head in Central 
Canadian markets. Hog prices too were out of line so that 
it was customary for farmers to receive about the same price 
per pound for dressed hogs as the Montreal market was 
paying for live hogs weighed, fed and watered. This would 
amount to a difference of about 3 cents per pound. 

"CoO-opsSe Strive for Improvement: 

"In recent years the cooperatives, with active field 
cooperation from the Provincial Departments of 4griculture 
of Nova Scotia and New Brunswick, have pioneered and applied 
policies to improve grade and general quality. These 
policies have incorporated rail grading for meat improve-~ 
ment, treatments for elimination of parasites to improve 
quality and economy, and woo grading to improve quality 
and returns for that by-product of the Sheep industry. 

"The following table illustrates meat quality 
improvement: (From figures compiled by Nova Scotia 
Department of Agriculture)." 

If I may digress for a moment, it was this same 
committee that suggested improvements in hog marketing that 
worked out plans for getting on to the real grading basis 
for lambs. 


MRe FRANCIS: I suggest that you refer to the chart 
at this stage. 
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THE WITNESS: The chart, inserted in the next two 
pages, shows the volume and quality of dressed poultry 
for the years 1934 to 1944 inclusive, that is, eleven 
years. Those of you who have the chart before you 
will see a very marked rise in quality as well as volume, 
going from 25.5 per cent milk-fed grades in 1934 to 86.4 
in 1943, and then there is a recession to 64.8 in 1944, 
but that recession is taken up in the next grades, which 
are 4 and B grades. <A and B grades are more constant. 
The extreme benefit is in the best grade and the decline 


in the low grades. In the ¢ and D grades, you will see, 


it is 41.5 in 1934 and in 1943 it is 8,1 and in 1944, 


9e4e You will see that the volume progressed from a little 


over 9,000 pounds in 19%4 to 912,000 pounds in 1944, 


Having in mind the effect of the war years, you will take 


notice that there are five years showing the same type of 
progress on which the war could have no effect. 
THE CHAIRMAN: I think this would be a good point at 


Which to adjourn. 


The Commission adjourned until 2.00 Pe Me 


3-1 | ~4115- 
The Commission resumed at 2.00 p.m. 


MR. FRANCIS: Will you continue with the brief where 
you left off? 

THE WITNESS: I was discussing the chart showing the 
volume and quality of dressed poultry from 1954 to 1944. 
I will now continue from where I left off on page 10: 


"Nova Scotia Lambs Rail Graded. 
1959 to 1945. 


in Antigoish County in 1933. The volume of Nova Scotia 


70 /0 
No. Head A & Bl C & D 
139 : 990 47.3 49 
"40 5240 64.2 31.9 
"41 4877 Tice 16.8 
xvo'42 4124 89.0 10.6 
xi L643 6205 79.0 ra Ie 8 
x Figures based on 100% A, B, C, & Dts without bucks 
Marketing Dressed Poultry (Nova Scotia): Organization 
of Poultry Producers Fools for cooperative marketing began 
| 


dressed poultry being marketed before, and at that time, 
| was small. It was ungraded, with good and bad jumbled to- 
gether, so that it was not popular and furnished little 
effective competition to imports of graded product coming 
into the province (100 cars in 1933). Indeed, the local 
product had not earned the respect of the trade. In fact 
) the trade refused to cooperate with the Department of 
Agriculture in a proposed program of improvement. The 
attitude was summed up by one large operator, who said, 
'Nova Scotia dressed Poultry was no good and never would 
| be’. 

"Tt was in that setting that the Nova Scotia Department 


of Agriculture began its production program for volume, 
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grading, uniform pack, etc., and the cooperative 

entered the picture as selling agency for the poultry 

pools. These pools were operated by old members (Coopera- 

tive Societies) of the C.L.C. or by new organizations 

set up for this purpose. 

"The story since, is recorded in a chart prepared by 

the Nova Scotia Department of Agriculture. (Copy attached). 

This chart shows over 9,000 lbs. marketed cooperatively 

in 1934, of which 41 per cent fell into the two bottom 

grades, and over 900,000 lbs. in 1944 with only 9.4 per cent 
in those bottom grades. Money gains show an average of 
about 6 cents per 1b. in addition to quality improvement. 
The people can, and will, do the job for themselves, if 
given guidance and leadership. The Department of Agri- 
culture and the cooperative helped the people in this 


case, while the trade declined responsibility. 


"Feeds: While the first purpose of the Canadian 
Livestock Co-operative (Maritimes) was the marketing 
of livestock, the farmer members soon requested their 
| central office to see what could be done in the matter 
of purchasing production supplies such as feeds and ferti- 
lizer, as there was evidence of large trade margins in 
handling these supplies similar to those found in the 
| marketing of their livestock. 
| "In feed buying gains were made in two ways. lst, 
| by savings on mark-up or margins and 2nd, on transportation. 
"Savings: In 1931 the cooperative farmers of Nova 
Scotia organized a cargo of feeds to be assembled at 
Fort William and Montreal and transported by boat to 
Maritime points. The feeds so transported were deli- 
vered to the farmers at savings in mark-up and transporta- 


tion costs ranging mainly from $8.00 to $20.00 per ton, 
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with cases even above that. 

"To illustrate, let us refer to the first shipment 
to the Skye Glen ri venevek Shipping Club in Cape Breton 
the fall of 1930 which included over twenty tons of flour 
(400 bags) at a net saving to the farmer members of $1.00 
per bag in relation to local prices. One year later, the 
same club with over five hundred bags of flour in a ship- 
ment saved for themselves over 90 cents per bag. There 
were large savings on other lines too. On Oilcake Meal 
these amounted to 50 cents per bag or more on first ship- 
ments to farm clubs, and 75 cents and $1.00 per bag were conm- 
mon. Material savings were made through the general list 
of feeds. 

"Freights: Rail transportation from Fort William 
to Eastern Nova Scotia at that time cost 57 cents or more 
per hundred weight and these rates were reduced to 36 
cents a hundred weight to water competitive ports in 1932 
after the cargo movement as initiated by the cooperatives 
with respect to feed threatened to become general practice. 
The rail rate now is at least 12 cents a hundred weight 
less than when the cooperatives first feed shipment was 
made by water in 1931. With such costs and margins for 
handling imposed upon the production materials of the 
farmer Maritime agriculture was a declining industry in 
many areas. 

"Fertilizer: The coopcrative purchasing of fertilizer 
in the Maritimes gives a further example of the necessity 
for cooperative action in obtaining production supplies with- 
out the undue tolls being imposed by profit business. 

"The first important cooperative buying of fertilizer 


of which we have knowledge in the Maritimes was started by 
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Agricultural Societies United in New Brunswick in 1914. 
That organization (a federation of societies) reported 
a rapid growth so that in the late 1920's and early 
1930's it was distributing to its members about fourtéen 
thousand tons of fertilizer chemicals yearly and up to that 
time the manager reported that nearly one hundred thousand 
dollars had been returned to the members as patronage 
dividends and that prices had been reduced from ten to 
fifteen dollars per ton in the initial years. 

"Other cooperative distributors of fertilizer, i.e., 
Pictou and North Shore United Farmers! Ltd., Pictou, N.S. 
and the Canadian Livestock Co-operative (Maritimes ) 


Moneton had early experiences of costs and savings that 


corresponded with those of the New Brunswick organization 
but savings were by no means confined to early years. 
"Let us illustrate by one year's experience: 


"In the spring of 1939 Pictou and North Shore United 


Farmers Ltd. and C.L.C. worked together to purchase a 

| cargo of superphosphate and basic slag. This was imported 
from Europe. The discharge ports were Mulgrave, N.S. and 
Pictou, N.S. The contract price of the superphosphate f.o.b. 
Steamer at Maritime ports was $11.35 per short ton. Delivery 


expense and operating margin varied with the distance from 


the port but did not increase the cost to the farmer to 


exceed $14.50 per short ton f.o.b. farmers station within 


the Pictou organization area. 
"The C,L.C. operated on the basis of the fertilizer 


companies list to dealers and rebated savings. This was 


$18.00 per ton list, and $3.20 per ton rebate f.o.b. 
farmers station. 
"The rest of the story is that the fertilizer companies 


list in January 1939 was published with superphosphate at 
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w2l.00 per ton. This was reduced in two steps to $18.00 
after the co-op. costs became known. There were about 
5,000 tons in the coop. cargo but the price effect exten- 
ded to most fertilizer distributed in the Maritimes. 
Fertilizer it will be remembered is a production material 
to the farmer. 

"Other Activities: The Canadian Livestock Co-operative 
(Maritimes) operates other services. These services have 
been established on the instruction of the members. We 
feel that it is not necessary to take the time of the 


Commission going into details relative to each department 


' as the stories would be of the same nature in each case," 


We have departmentalized so that each department is 
operated as a service so far as ourrecords are concerned, 
"The success of any democratic organization rests 
heavily on the education of the people involved. The C.L.G. 
has endeavoured to furnish information to its members so 
that they may build their own institutions wisely. 
"Information that is as complete as possible and con- 
taining the whole truth as known is Supplied. There is no 
incentive to withhold information that would affect their 
welfare. There is no reason to exaggerate, to deal in half 
truths or play on the emotions because there is no profit 
motive. The members ask that information be supplied to 
them and they vote their own moneys to cover the cost. 
"Royal Commissions: This Royal Commission on Co-opera- 
tives has already had presented as evidence, the resolution 
re cooperatives, passed by the United Nations Conference on 
food and agriculture. We again direct attention to that 
and also now to reports of other investigating commissions. 


Six Federal or Provincial Royal Commissions have investi- 
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gated Maritime economic conditions, including Agricuiture 
or Fishing since 1925. Extracts from all of these reports 
are appended (Number 3) to show their findings in parti- 
cular reference to cooperation. As an example, we quote 
here from the Report of the New Brunswick Committee on 
Reconstruction - 
1944 - Norman A. W. Mackenzie - Chairman. 
Page 39 
Legislation for Cooperative Organizations 

‘It is recommended that the Canadian Government be 

urged to enact a Cooperative Act setting forth 

clearly the principles and rights of cooperative 

organizations. 

"Cooperative enterprises have played an increasingly 

important role in the development of New Brunswick 

agriculture during the past two decades. It is 

essential for the future welfare of the industry 

that the continued development of such organizations 

be in no way impeded. Wartime conditions have 

brought to light certain questions regarding the 

rights of cooperative organizations. Dominion legis- 

lation is needed to clarify the situation and to 

provide an established basis on which cooperatives 

Gan ouLias 

MR. FRANCIS: I have discussed this with my learned 
friend and I think it would save time if I were permitted 
to summarize briefly the reports of the other six Commis- 
sions and all the materials available for reference at 
the end of the brief. At the back of the brief you will 
find a summary of the legislation which is marked No. 3. 


Mr. McEwen has already referred to the report of the New 
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Brunswick committee on reconstruction under the chairman- 
ship of Mr. MacKenzie, and the Royal Commission in refer- 
ence to the apple industry in Nova Scotia, 1930. I would 
call attention to the second paragraph. After recommending 
that a cooperative company be set up, that Royal Commission 
recommended: "2. That the object of the company be: 

(a) The marketing on a cooperative basis of the apples 
grown by the company's members. (b) The manufacturing and 
marketing on a cooperative basis of products from such 
fruit." Turning next to the Royal Commission on Maritime 
claims, which sat in 1926 under the chairmanship of Sir 
Andrew Rae Duncan, I direct the attention of this Commission 
to the second paragraph and the second sentence: “It is 
the less necessary for us to deal at length with this sub- 
ject, since the evidence convinces us that opinion within 
the Maritime provinces is now realizing to what extent 
organized distribution and cooperative marketing must be 
developed if the industry is to enjoy the prosperous 
expansion of which it is capable." On page three you will 
find a reference to the report of the Agricultural Inquiry 
Committee, 1926 as taken from the Journals and Proceedings 
of the House of Assembly of Nova Scotia. I quote from the 
eighth line: "Cooperative marketing will bring about high 
quality in farm products.” Then in the same report under 
the heading “Cooperative Effort" I would direct your 
attention to this paragraph: "It is the opinion that 
cooperative marketing is practical, economically sound 

in principle, and can be made a success if assistance is 


given to supply proper guidance at the start." On page 


twenty-eight of that report -- this will be found on page 
four of the appendix to this brief -- under the heading 
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"agricultural cooperation" I quose: "We believe that 
cooperation in agriculture should be encouraged. Some 

of the reasons for this belief may be stated." Then there 
are six reasons set out. I refer only to the last reason 
given on page five of this appendix: "That the success 

of cooperation is dependent upon the action of the farmers 
themselves, and that they should be permitted to direct 
their organization without Governmental or institutional 
interference." JI refer next to the report under the 
chairmanship of Mr. A.K. MacLean, chairman of the Royal 
Commission on Maritime Fisheries in 1928. That is a 
Dominion report. JI direct attention to the third para- 
graph on page six of this appendix: "We recommenc, there- 
fore, that the establishment of cooperative organization 
of fishermen be assisted by the department as soon as 
possible, and that an organizer, experienced in coopera- 
tive methods, be appointed and paid by the Federal Govern- 
ment for the required period to initiate and complete 

this work. A preliminary study and survey of the entire 
Maritime provinces should be made to determine the local- 
ities where such organizations are possible or feasible." 
I will not labour this now, but I use it in supporting 
this submission by Mr. McEwen. Finally -- I hope final- 
ly -- on page seven of the appendix I would refer to the 
report of the Royal Commission Provincial Economic 

Inquiry under the Chairmanship of Professor J. H. Jones. 
That was in 1934. I quote the following: "We were 
particularly impressed by the cooperative enterprises 

now in operation along the eastern shores of the mainland. 
Lobser canning factories have been established in several 


villages by the fishermen themselves, and the villages 
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have cooperated to supply canned lobster to new markets. 

Ye ‘believe that these enterprises contain great possibi- 
lities and that they are worthy of encouragement." And 

on page eight, the last sentence in the first paragraph: 
"In short, the cooperative bodies perform the function of 
middlemen. While the scheme is obviously restricted in 
scope, and is still in an experimental stage, it represents 
a serious attempt to deal with a crisis." On the last page 
of the appendix there will be found quotations from the 
report of the Royal Commission on Price Spreads. The state- 
ment we give there is already before the Commission in a 
number of other briefs and we use it in support of Mr. 
McEwen's submission. Please proceed, Mr. McEwen. 

THE WITNESS: I was on page 14 of the brief. I continue: 

"The Route of Progress: The history of the progress 
of the human race has many angles, but one thing stands “1 
clear; all progress through all the ages must be credited 
to those people who questioned old methods and sought new 
ways and ideas of doing things. It is equally true that 
seldom were the ideas of these progressive thinkers unopposed 
at the time as change invariably interferes with some econo~ 
mic interest. 

"Cooperators believe their ideas applied to business 
ownership and operation promise improvement from past 
methods, if the general welfare is used as the criterion. 

"Cooperative Field and Objective: Some who have been 
opposing the co-ops during the sittings of this Commission 
have endeavoured to show that cooperation must be limited 
to some clementary function like forming a shipping club. 
They have said, or implied, that to process or manufacture 


takes the business out of the realm of legitimate coopera- 
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tive activity. 

"Our view is that to agree to any restriction of 
cooperative activity is an evasion of the real significance 
of the movement. Cooperation and so-called private business 
represent two methods of handling the business of this 
country, or the world. The difference between them lies 
much less in scope or physical facilities than in control 
and the motivating power back of their operation. 

"The cooperative movement expects and plans for the 
operation of every type of business and service, the product 
of which represents a real need of the people who eventually 
use it. That will mean factories. That will mean process- 
ing. That will mean transportation. That will mean every 
type of service the people want. 

"The people are, in a large measure, getting their 
goods and services from private industry now and the moti- 
vating force back of the operation is profit and profit 
represents a charge made in excess of the cost of rendering 
the service. 

"Cooperators propose to reverse the control - not 
restrict the area of operations. They make the users of 
the service responsible for the decision to establish it in 
the first place, then to operate and pay the costs thereof. 
That method goes far towards eliminating the exploitation 
for gain of one man by another and it develops as nothing 
else can, initiative, pride of accomplishment, and sense 
of responsibility on the part of those participating. 

"The cooperative method when prought to full fruition 
removes the desire to corner the resources of the world, 
such as, oil, minerals, power, etc., for private gain; 


cooperators desire rather to develop these by and for 
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the use of the people. Cooperators believe that the 
elimination of the profit motive also eliminates the 

root causes of war and want in the midst of plenty. They 
cannot reconcile the people's needs with killing stock, 
plowing down corn, destroying coffee, while millions at 
the same time are undernourished. Cooperators argue that 
the competitive destruction of war is but a quickening or 
extension of this destruction they saw in peace time. As 
cooperators see it, this Commission inquiry is not merely 
a tax issue, it's a fight for the right to go on building 
towards that goal of the golden rule in business and in 
this cooperative presentation it is a plea for all forward- 
minded people to help. 

"We Fight for Democracy: We are in the midst of a 
second world war. These wars fought, about a quarter 
century apart, to save or preserve democracy. Democracy 
is fundamentally based i; the sovereignty of the people. 

"Political Democracy: In the application of those 
sovereign rights in the political field, each adult has the 
right to one vote only in choosing those to whom he or she 
is willing to delegate the authority of government and in 
this the will of the majority rules. Those elected repre- 
sentatives, are, or should be, the servants, not the masters, 
of the people. This field of government represents a very 
important power, which the people delegate to their elected 
representatives. 

"Economic Democracy: Economic control is a second 
important field of power and those who rule in this may 
have domination over people to the point where that 
dependence may threaten their political sovereignty. 


"Cooperative business is democratic. It represents 
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groups of pcople who have set up the necessary organiz- 
ation to perform some service or services for themselves, 
and just as in the political field where each individual 
has one vote only, so in the economic field, cooperators 
vest their control in one member, one vote. 

"Position of Individual: We emphasize that the 
individual is and must remain sovereign in both political 
and economic fields. Money or material things should not 
dominate him if democracy is to be maintained. Political 
organizations and business organizations must be instru- 
ments only to serve the needs of the people. To paraphrase 
a biblical quotation, we would say - 'Business must be made 
for man and not man for business’. 

"A country's most important asset is its people. It 
is the people that determine a country's greatness and 
permanence. A great people will build great things for 
their own use or the use of their fellow men. 

"Cooperators are endeavouring to build people. Exper- 
jence has indicated that a great people has also to be a 
free people. The cooperators assume the responsibility of 
building their own services, their own institutions, their 
own economic and social order. 

"The people respond in the same way as two farmers’ 
sons might do - one with nothing but work, a living and 
an occasional dollar grudgingly given is likely to become 
a selfish adult; while the other given a calf, a colt, 
some pigs, in other words given a stake in the enterprise 
is more likely to develop to be a clear-thinking, unsel- 
fish community-minded citizen. 

"Cooperators are trying to give that kind of interest 


and control to individuals. To meet the business world 
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they must be organized into groups. But as those groups 
expand their control and their members grow out of the 
influence of profit making, where many have lived most of 
their lives, they grow into a business-for-service atti- 
tude which, we believe, will gradually remove the root 
causes of poverty, illiteracy, ignorance, competition and 
war. We want to build industries. We want to build other 
services and we want a free people to own these things 
when they are built. 

"Summary: The Canadian Livestock Co-operative 
(Maritimes) has presented this brief in support of the 
cooperative way of business and to show the need for 
cooperation to the members of the organization. The 
question of taxation of surpluses accumulated from over- 
charge during any business period is not opposed by 
cooperatives because of any hope of advantage over @ COLi- 
petitor or other business, but is opposed as a matter of 
protecting a principle vital to the democratic rights of 
the people to organize to do their own business on a non- 
profit cooperative basis. This contains the right to 
consider surplus as overcharge for goods or services 
supplied or as additional price for goods marketed. 

"Freedom to Grow: We claim the sovereign rights of 
the people must be protected; we claim there must be no 
restrictions upon their rights to organize or grow. There 
should be no regulation of business which refuses or re- 
stricts the right to democratic growth. There should be 
no monopoly control of needed supplies available to one 
distributor on a different basis than another. Coopera- 
tives accept the competition of private business, provid- 


ing that competition is open and fair and it must always 
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be remembered that profit - taxable profit - is, and can 
never be anything but, an overcharge in excess of the 
cost of performing the service from which it sprung. 

"Private business is not subject to any disadvantage 
competitively, as compared with co-ops, up to the point 
of paying all costs involved in rendering the service to the 
public involved. If each is equally efficient private busi- 
ness can still remain in the field, tax or no tax. The 
co-ops may compel business to be satisfied with low profits, 
we sincerely hope so. To accept low profits may be its 
salvation rather than a threat to its existence. It might 
be well for business to learn the lesson from the Aesops 
Fable where the moral read, "Grasp only half the quantity 
and you will easily succeed”. 

As to Taxes--they represent a charge on the production 
of the country. Co-ops do not lessen production. Indeed, 
they help increase it. ‘The thing for the tax authority to 
do is apply the tax where it belongs. We claim it does not 
belong against cooperative surpluses accumulated from 
business done with members and while still in the hands of 


the cooperative." 


Documents filed with brief: 


Memorandum of Association - Articles of 
Association and By-Laws (1934) 


Constitution and By-Laws (Maritime Co-operative 
Services Ltd.) 


Excerpts from: 
Report of the New Brunswick Committee on 


Reconstruction - 1944 


Report of the Royal Commission investigating 
the Apple Industry of the Province of Nova Scotia 


1930 


Report of the Royal Commission on Maritime Claims 
(Dominion) 1926 


Report of the Agricultural Enquiry Committee, 1926 


Report of the Royal Commission Investigating the 
Fisheries of the Maritime Provinces - 1928 


oy 


sa ct» 


7 


, 
nae 
‘ 
‘ 
tet 
7, : 
sta 


“ 


ae ; 
. Sut we 
3 = Ss 
; . 
: a ie ewe eo : 
a Ba etl ic = 

LS 
. E 3 She ont 
: me ee = 

a hc 


1 
ies 


G15 -4129- Mr. McEwen 


Report of the Royal Commission - Provincial 
Economic Inquiry 


Report of the Royal Commission on Price Spreads 
- 1935, 
BY MR. PARKER: 

Q. Mr. McEwen, in so far as the document ee you 
have just read consists of statements of fact as distinct 
from argument, are they all within your own personal know- 
ledge so that you can say they are true? Ay: OCR 
there are one or two points where we have said they can be 
verified. I can either do so from personal knowledge or 
see that they are verified. 

Q. And those which have been made on information given 
you, you have reason to believe they are true and reliable? 
A. Yes. 

Q. And in so far as statements in the document are 
inferences drawn from these and other facts, in so far as 
they consist of argument, those inferences and those argu- 
ments are your own personal inferences and arguments? 

A. We have the support of our board on that. 

Q. How many? A. There are five members of the 
board in the room now. 

Q. How many are on the board? A. Seven, and I 
have received written or wired instructions from the others. 

Q. These seven members of your board are selected 
by some system? A. Yos. 

Q. And the total membership of all clubs, which in 
turn form the membership of this society, would be how 
many -- the individuals, the individual members of clubs, 
approximately? A. I would have to make a wild guess 
because our membership consists of locals and not indivi- 


duals. 
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Q. How many locals make up your membership? 
A. Say a hundred. 

Q. That would be one hundred groups? A. Yes. 

Q. Of that one hundred, what would be a fair average 
of the individual members of clubs -- ten,twenty, fifty or 
what? A. Some are small gocieties and others are feder- 
ations of societies. 

Q. I am trying to get back to the individual producers 
of livestock. How many individual men and women are repre- 
sented through that channel, roughly? A. JI haven't got 
the actual figures but I would say probably 10,000. 

Q. it is a very substantial number. Ae Yes. 

Q. Out of that 10,000 are you in a position to say 
that more than five individuals concur in the views you have 
expressed in this document? A. Yes. 

Q. How many more in addition to the five you have 
mentioned? A. Do I have to nail it down to a figure? 

Q. Not exactly; come to within 10 or 20 if you can. 
A. We would have 30 individual members in the room now 
who would support it. 

Q. is that the limit? A. No. Let me explain this. 

Q. Answer first and explain afterwards. How many of 
those 10,000 approximately are you in a position to say 
are in accord with the views you have expressed in this 
document? Would there be 30, 40, 50, 200, 500 or 8,000? 

I know you can't be exact, but you can give an approxima- 
tion. A. There has been no opportunity to give it to 
individuals except a few. Will you let me explain now. 

Q. Go ahead. A. In explanation of that I would take 
this view. This will be given all the publicity we can 


give it within our membership as soon as it is clear. It 
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has been a confidential document up to this time, but 

I would be much more afraid of what our board would say 
if we did not defend these views than if we did, when it 
comes to the next annual meeting. 

Q. The fact remains that you and your board have 
seen fit to express these views believing no doubt that 
they correctly reflect the opinions held by the vast major- 
ity of your members. I suppose that is so? As I wiil 
accept that; it will do for the time being. 

Q. Ido not want you to accept it unless you agree 
with it wholeheartedly; or are you putting forth views that 
you doubt will be acceptable to the large number of members? 
A. There ig one place in the brief I have said this is a 
different type of movement from ordinary pueden 

-Q. Do you consider that an answer to my question? 
A. Let me finish and I can lay the basis for the statomons 
I have made. 

Q. Answer the question and then make the explanation 
afterwards; that is the system I am used to. A, 1 agreed 
to tell the truth, the whole truth and nothing but the 
truth as I know it and I cannot answer that question yes 
or no. I can give an explanation of what it means. 

Q. Go ahead. A. This cooperative movement isa 
democratic movement and it depends on teaching all the 
people to do their own business. We cannot do this unless 
we give them the material to study and to learn. It is 
the same as teaching children. Would you say that you had 
to give children something and let them study it before 
deciding whether it was something worth while to be 
submitted to them? That is the basis of this contention. 


If we keep in mind that this cooperative movement is a 
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democratic movement and that this material is given them 
to study so that they can come back at the next annual 
meeting and express considered views upon it, you will 
understand our position. When they come back, if they 
do not like it we shall very soon know. 

Q. This represents the views of your governing body 
and you have submitted it to the Commission and later you 
will submit it to the membership and take the consequences 
of their decision, whether or not they approve of it. But 
whether they approve of it or not, you do not know? 

A. That is the position. 

Q. Before dealing with the brief in detail, there 
are ormeor two general principles to be cleared up. Look 
at page 17 of this document, the last page, at the very 
top -- or rather start at the bottom of the previous page. 
You say: "The question of taxation of surpluses accumu- 
lated from overcharge during any business period is not 
opposed by cooperatives because of any hope of advantage 
over a competitor or other business, but is opposed as a 
matter of protecting a principle vital to the democratic 
rights of the people to organize to do their own business 
on a non-profit cooperative basis." Have you heard of 
any suggestion from any source objecting to the cooperative 
method of doing business? Have you heard such an objection 
coming from anybody? A. From anybody? 

Qe LOS. A. Yes; I heard it this morning. 

Q. Opposed to that method of doing business, opposed 
to the cooperative principle? Have you heard anybody 
oppose that principle as part of our economic life in this 
country? If so, tell us where and when. A. Opposed to 


cooperation as practiced, yes. 
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Qe But opposed to what I will call, if you agree, 
the true cooperative principle. Have you heard anyone 
oppose that? A. There are cooperative principles that 
really amount to nothing more than a matter of working to- 
gether, and there are cooperative principles that are 
distinct as applicable to this movement, this way of doing 
business. We have definitely plenty of opposition to the 
cooperative principles as applied to business. 

Q. Perlaps I have not made myself clear. Is there any 
opinion of which you are aware, has anyone expressed to 
you the view, that the cooperative method of doing business, 
the general cooperative method as a principle is a bad 
principle so that they are opposed to it so far as this 
country is concerned? Personally I have not heard such 
an opinion and I have discussed 125 briefs in the last few 
months with various witnesses. In all that time I have 
failed to find anyone who has come before the Commission and 
stated -- if I am misstating the facts the Commissioners will 
correct me -- that they were opposed to the cooperative as 
a principle of doing business. Have you heard that? 
Ae The Rochdale principles -- 

Q. Will you be good enough to answer my question? 
A. On the basis of the Rochdale principles, yes; the scope 
that they cover, yes. 

Q. Who are they that oppose it? Tell us who they are? 
A. I could if you would give me time to dig into the 
records of the Commission here. 

Q. We cannot take time for that now. At any rate, 
you cannot recall any at the moment? A. Not to give names, 
but we can get then. 


Q. I am not waiting for you to deliver lectures on 


# 
’ 
ya we w 
13 wareriad & . e 
2 Pat mig tt ‘| . i oe 
€ “ . ? 
_— 5 - ° zt 
? f pete Cee 20.9 z ‘ 3 ae | 
: ‘ f ale we Se RP: ‘ a ry 
2 fay PE — ag a a nt Ee Ge 
ie th Z ; . “4 ? se 
we + | yes : : 
. te ‘ 4 * 3 
te 18 { a ian mi Sd my b : 4 , 
ei ~ 
x 
’ . i a oF eet i ie Fe 
‘ yy : ‘ 7 hs LEA ce .— My 
4 4 7 Le ‘ 
5 petky % . ; a . , oe dik Li 
. ® « ; ’ 2 a Eee) De . 5 ‘ 
: x “i ; + 
, es - ee 
: * Me boca 
= : pe 
Pare ie" ME k , 
- J ro * 
ley Fs ‘ ts ve i” 
‘ ; ia ad ; i te Yaa ft ‘ 
oe ; 3 = , Me, bs at = i 
ae a. ees alien ‘: ‘aa 2 4 Ra 
ele eek 2 qe . ‘ 
we ove TNA ky ¥ 
Game ; fe ies 
ra et be 5 ox 
pS : As 
au ; erie a a 
Pe ae * 
snes 
i . 2 . . 
- Pay iJ ’ 
1 a aa a 
5, ; = é tne , ‘ ‘ 
- 
, ; m9 
x 
+ + $ ns < mT 
; a mliery EO aaa ee 
; ig <= : 
eR as : als S 
y ari. % < i 
I 
f ; 
wy 
» 
ee ie oer = er 
(el st aah 5 eo. om : . 
bed St ets We Bek J. 
7 
. 
: 


- 

me 
>. 
sy Ou 
an i 


et 
-m 


th ete 
Wry 


fa 


. 


: 


G-20 -4164- Mr. McEwen 


economics at this stage. Coming back to the sentence you 
use in the brief, you say that the question of taxation 

of surpluses, and so on, “is opposed as a matter of ‘pro- 
tecting a principle vital to the democratic rights of the 
people to organize to do their own business on a non-profit 
cooperative basis." Is the question of taxation opposed 

to that principle which you state in your brief? Does any- 
one who suggests taxation oppose that method of doing busi- 
ness or is anyone proposing to do something to take away 


protection from the democratic rights of people in that 


direction? A. Not taxation as such, but taxation of 
Savings. 

Q. Of certain types and certain people? Ae Yes, 

Q. That is what you mean by that? ke YOSs 

Q. And you say that taxation of cooperative business 
as you have it in New Brunswick would be opposing these 
democratic rights of the people. Is that your argument? 
A. These savings, 
Q. Is that your argument? A. This is a question 
| of income. 

Q. But is that your argument? Have I stated it 
| correctly? A. Not fully. 
| Q. Then will you state it correctly. A. The taxa- 

tion question applies here to savings. 

Q. Yes. A. Or extras received on sales; “savings” 
will do for illustration at the moment. That is not the 
property of anyone other than those who contributed to the 
business in the light of our principles. 

Q. Is that your full answer? A. Until I get another 
question, yes. 


Q. You have quoted extensively, as supplements to 
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your brief, from the reports of five or six other Royal 
Commissions? Ae Yes. 

Q.- Did you make those selections on your own judg- 
ment as being excerpts that were relevant to this inquiry 
and in support of the contention you are making in this 
brief? Is that your purpose in quoting these extracts 
from various reports of Commissions, to support the argu- 
ments set forth in this document? A. They do support it, 
yeS. 

Q. That is what you have quoted them. for? A. Yes. 

Q- Don't agree with me just to get rid of me; if that 
is not what you have quoted them for don't say it is. Is 
that the reason they are quoted. A. They are quoted for 
that purpose and to show the reason for which these various 
recommendations were made. 

| Q. Is it fair to sum it all up by saying that all 
these reports, some-from one angle and some from another, 
heartily endorse the cooperative method of doing business? 
Is that a fair way to state your view of those reports? 
A. We are impartial to this extent, that we have taken all 
the reports affecting the Maritimes. 

Q.- I am not suggesting that you are not impartial. 

&. When we discuss anything under the heading of agricul- 
ture we give the full reports under that heading. 

Q. And in effect everyone of them approves of the 
cooperative method of doing business in this country? 

A. I think that is right. 

Q. Well, is there a suggestion in any one of them, 
either directly or indirectly, that cooperatives should 
not pay income tax? Is there any such suggestion anywhere 


that you have seen in any of these reports? Ae I don't 
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think that was ever the question that was being investi- 
gated. 

Q- ido not think so either; I doubt whether it was 
even mentioned in the evidence, to say nothing of the 
report. A. I think that is right. 

Q- Then we can agree on that. Now let us come to 
this association in particular at the moment. You have 
produced two sets of by-laws attached to the brief? 

Ay Yes. 

Q. One being the by-laws presently in force respect- 
ing the internal workings of this company -- that is the 
one passed in 1954? A. Yes. 


Qe And a year or so ago you applied to the proper 


authorities at Ottawe to obtain enlarged powers so that 
you could extend your operations to different fields. Is 
that right? A. That is right. 

Q. And you were advised by the authorities that it 
would be better if, instead of amending the existing char- 
ter, you consolidated it and took a brand new one, new 
letters patent? A. Yes. 

Q. And you acted on that advice and incorporated this 
company, called now Maritime Co-operative Services Limited? 
A, 163, 

Q. And among other things it is to take over the 


entire business of Canadian Livestock Co-operative Maritimes? 


A. Yes. 
Q. And that I take it is in process of being taken 


over now? A, Y9OS. 


| 

| Q. The necessary resolutions are in course of prepara- 
| tion, and whatever else has to be done, and when that is 

. 


completed you will be ready on the first of May to go ahead 
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under the new name and under the new charter. That is your 
position? A. Yes. 

Q. And when you get started on the first of May the 
members of this Maritime Co-operative Services Limited will 
be made up of what? What will the members consist of? 

A. It will be groups of similar cooperatives, smaller cooper- 
ative groups. 

Q. Who are the present groups -- groups of what, and 
how organized? What are the groups that form your member- 
ship? To begin with there are members, incorporated bodies 
incorporated under the Associations Act? A. Yes. 

Q. How many of them would there be? A. I have not 
the figures. 

Q. Approximately, 10, a dozen, 15? A. Therewould 
be more than that. 

Q. Give me an approximate idea; I don't care whether 
it is 25 or what. A. I repeat, we are up against the pro- 
blem of encountering a society such as, for instance, in 
Cape Breton, where there is one membership comprising a 
federation of 30 or 40 members. 

Q. Take the members who are individual units or locals. 
How many of that type are there -- a couple of dozen? 

A. I have not the figures, but speaking from memory, there 
would be that anyway. 

Q. How many federations are members of the society? 

A. Three that I can think of offhand. 

Q. And there may be one or two more? However, apart 
from those, are there individual persons who are members of 
Maritime Co-operative Services Limited, or will there be, 
or is your membership restricted to associations and feder- 


ations. A. You understand, this has not actually been 
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accomplished. 


Q 


ye 


But it will be the same as the existing one? 
A. 1 think the power is there, if I remember correctly. 

Q. Iam not talking about power but about your 
members, those who constitute members. Forget about the 
new ones. The members of the existing Canadian Livestock 
are made up of these associations of which you speak, 
three or four? A. Yess 

Q. They are made up of individual clubs also, 20 
or 30? A. There would be more than that. 

Q. At any rate, in addition to those two types of 
members, are there individual persons who are also members? 
A. Yes, under the present set-up there are Somee 

Q. You say there are 10,000 members altogether? 

A. Not directly. 

Q. Of the individual members can you give an idea 
how many there would be -- a couple of thousand? Ae ONGs 

Q. Four or five hundred? A. No, less than that. 

Q. The 10,000 include say three or four hundred 
individuals, plus the individual members of group units, 
and the individual members of these clubs which form the 
federation? A, (Yes. 

Q. And that will be the same set-up when the new 
company takes over? A. Except that under the Dominion 
Companies Act, in its regulations, there are some things 
that cannot be done. 

Q. Under the existing company, 4S I read the by- 
laws and the Act, the Canadian Livestock Co-operative 
certainly has power to buy and sell commodities of a great 
many types? Ad. grease 


Q, If it sees fit to do so. Does it as a matter uf 
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fact engage in that type of business? Does it buy and 
sell commodities? A. To others. 

Q. I did not say to whom; do they buy and sell? 

Ae YeSe 

Q. Let us deal with these things one at a time. 

Do they buy products, livestock and one thing and another, 
from their members? Ae NO 

Q. They do not buy from their members? yee ees 
would not say that in the case of livestock, no. 

Q. Do they buy any commodity of any kind from the 
members? A. AS a service for the members. 

Q. It is a simple question I am asking you. I want 
to know if Canadian Livestock Co-operative buys any 
commodities of any kind from its members? A. “They may 
dO SOc 

Q. Well, do they? You are manager of the concern; 
do you know whether they do or not? A. Yes, I know pretty 

well. 

Q. Will you please answer my question, if you know. 
Does it? A. We do, for instance, if it is fertilizer. 

Q. Have you any objection to answering my question? 
Ts it a fair question? A. I answered, yes, if there is 
something for use. 

Q. I do not want to be arbitrary but I would like 
to have an answer to a simple q estion, and it is very 
simple. I asked you whether this society, of which you 
are the general manager, buys commodities of any kind 
from its members. Surely you can tell me whether it does 
or does not. A. It is not the policy. 

Q. I did not ask you about the policy; I asked you 


a question concerning a simple matter of fact. Do they 
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do that? A. If the question were with reference to 
some particular commodity I think I could answer it. 

%; You are the General Manager and you know what 
commodities the society deals in. Now can you answer me? 
iA. L started in my own way to answer you and you stopped 
me. 

Q. I can only get along if you answer the question 
as I put them. Can you tell me whether this association 
in the past, from time to time, has purchased at any time 
any commodities from any of its members? he & COnG 
think of any specific transaction. 

Q. Whether you can think of any specific transaction, 
have you any knowledge? A. Will you let me illustrate. 

Q. I prefer not, unless you answer my question. You 
can illustrate afterwards to your heart's content. If I 
am unfair the Chairman will stop me; there is no doubt or 
that. Surely you know, don't you? If you don't know, 7: 
will not press you on it. Il don't want to persist ina 
question if aman says he does not know. A. I could make 
the point clear in a sentence or two. 

Q. Will you tell me why there is any objection to 
answering my question? That 43 what I am here for, to bring 
out the facts. A. L have no objection to answering your 
question. 

Q. Then answer it, please. A. 1 Said I could not 
think of any individual transaction. 

Q. But you know that some could have taken place? 

A. They could have. 

Q. Well, did they? A. I told you I can't think 

of any individual transaction. 


Q. You either know or you ao not know. Perhaps we 
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can start there. A. They were purchasing supplies, lI 
think I said; if it is some service that the members have 
established. 

Q. Did I say a word about service, have I mentioned 
the word service since I began asking you questions? 

A. I have answered it as best I can. I can't think of any 
individual transaction. 

Q. I did not ask you to name an individual transac- 
tion. 1am asking you if you know whether in the past this 
association has purchased any commodities from any of its 
members. You either know that or you do not know it. Which 
ia it? A. I will be satisfied with not knowing it for 
now. 

THE CHAIRMAN: Then on what basis does it take goods 
from its members? 

THE WITNESS: In the case of marketing livestock, 
that service is set up and we never take ownership. The 
organization sells on behalf of the members, receives the 
money and sends the proceeds to the members. 

THE CHAIRMAN: Is it a consignment contract? 

THE WITNESS: In that case. 

THE CHAIRMAN: That is the answer to Mr. Parker, if 
that is the way you do your business. It is very simple; 
tt is on a consignment basis. Are you sure that is right? 

THE WITNESS: That is right as regards livestock. 

BY MR. PARKER: 

Q. Certainly it is right as regards livestock. Is it 
right as regards every other commodity? You say it is true 
as to livestock; is it true as to other commodities? 


A. It may or may not be. 


Q. May or may not be? A. We are carrying on two 


ow 


wt 
ay 
‘ee 


x 


G-28 


-4142- Mr. McEwen 


services, selling and obtaining goods. 

MR. P.RKER: If the Commission wants to hear that I 
have no pedewetsal 

MR. FRANCIS: This ia three and a half million doliar 
business. He is the General Manager, buying supplies. 

THE CHsIRMaAN: We are willing to let him answer. I 
do not see that there is any difficulty in the question. 

Is that the answer you want to make? As&xthe witness how 
he does business with his members. 
BY MR. PARKER: 

Q. How do you do business with your members? A. In 
the selling, we have described that. In the purchasing, we 
may purchase supplies for them from any source where the 
wanted supplies are obtained. In buying oats for some club 
in Cape Breton we may buy from Carleton County but we don't 
check as to whether it comes from a member or not. 

BY MR. ARNASON: 

Q. You say on the first page of the brief that you 
market livestock, poultry and seeds and you have answered 
how you market livestock. Do you market poultry and seeds 
for members on the same basis? A. Ye@S-. 

BY MR. P.i.RKER? 

Q. That is simple. I am asking you if you buy any 
commodities from any of your members and you tell me you 
buy certain things on consignment and I want to find out 
whether all your business is on consignment. A. I think 
I have answered that. 

Q. Do you sell the members' commodities at any time? 
A. Y65- 

Q. Do you sell at the same price you buy for, or 


do you sell at the market price? A. There would be a 
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mark-up. 

Q. You collect from the members 2 little more than 
it costs the society to purchase and to distribute to them? 
a. Yes; we have explained that. 

Q. Now turn to the brief. There are a few questions 
I want to ask you hurriedly. Look at the third paragraph 
on page one: "The organization is a general purpose mar- 
keting and commercial cooperative with a federal charter." 
What do you mean by a commercial cooperative? You are 
buying and selling; is that it? Is that what you mean by 
that? A. Obtaining supplies for the members, yes. That 
is right. 

Q. You have stated in various places in your brief -- 
IT cannot point my finger to them -- the various improvements 
that have taken place in the livestock industry and in the 
condition of the farmers by reason of the activities of 
this and other cooperatives? cia) BBBe 

Q. And in more than one place you have referred to 
assistance the movement has received from various Govern- 
ment Departments, the Department of Agriculture both 
federal and provincial? A. That is right. 

Q. I suppose a great deal of that success and pros- 
perity which the farmers are now enjoying is due to the 
assistance given by the federal and provincial Governments? 
A. I would say yes. They have definitely assisted, but 
I have tried to point out the place of each. 

Q. I understand that. You have given credit to both 
and I am trying to get your ideas as %o where the credit 
should go, whether it is mostly to the cooperative move- 
ment in education or to the attention which Mr. Macdonald, 


as Minister of Agriculture of Nova Scotia, and his pre- 
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decessors and various Ministers of Agriculture in Ottawa 
and New Brunswick have shown to Fouye A. Keep in mind that 
they are the people's elected representatives. 

Q. I appreciate that, and I also appreciate the fact 
that they are elected by all the people and not merely by 
the members of the cooperatives. A. That is riegnt. 

Q. Would you say that fifty-fifty would be a fair 
apportionment of the credit as between the cooperative move- 
ment and the Government, or how would you divide it? 

A. I would not divide it on a percentage basis. It is about 
the same. 

Q. It is not very scientific but it gives us some idea. 
A. It is like asking which is the most important leg in a 
three-legged stool. 

Q. I am quite willing to accept that. Perhaps you 
don't agree with me that the three are about equally import- 
ant? A. I think that is fair. 

Q. Then it is about fifty-fifty after all? Ay That 
is good enough. 

Q. You might have agreed with me in the first instance, 
then. I notice that at the bottom of page one, after re- 
ferring to these Government grants, you say that this society 
got started in 1927, and in 1938 these grants were discon- 
tinued at the request of the cooperative. That seems most 
unusual. It is a most unusual statement to read in a brief, 
that you should ask the Government to be pleased to dis- 
continue giving a grant. Why was that request made? 

Lh. We don't believe in that kind of assistance, fundamental- 
ly. 

Q. What kind of assistance? A. Cash grants. 


Q. You don't? A. NO. 
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Q. Apparently from 1927 to 1938 this society 
believed in them. What happened about that time that 
caused them to change their belief? A. Keep in mind that 
the federal department had operated this service themselves 
from 1919 to 1927. They were bearing the whole cost, and 
they recommended -- and took the initiative -- that the 
people should come together to set up a cooperative, and 
they said, "We will give you this assistance until you get 
going." 

Q. So that up to that period this institution, which 
really had its genesis in Government activity, received 
grants and when it got going the cooperative took it over? 
A. That is right. 

Q. And that is the reason you asked them to discon- 
tinue giving the grants. You thought it was sufficiently 
established that you did not need grants any more? Aw We 
don't believe in it anyway. 

Q. Is that the reason you requested that the grants 
be not forwarded to you any longer? A. That is right. 

| | Q. Why did you not come to that decision before? What 
happened about that time? Did anything in particular occur? 


A. You want an explanation of that? 


Q. What led up to it? That is what I want to know. 
A. What led up to it was this. In 1953 we put out 4 
cooperative plan for the next five years entailing what we 
| hoped to accomplish within that period. There were ten 
objectives indicating the manner in which we hoped it 
would work and item nine called for the elimination of 
) Government grants. That was in 1933. It takes a little 
| time for the people to learn these things, but by the time 


1938 came around they were ready to recommend at the 
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annual meeting that no more grants be given. 

Q. You thought these institutions were better off 
without Government aid if they were well and properly 
organized? A. Yes, that is right. 

Q. Part way down the page, page two, there is some- 
thing about membership. You have told us how the membership 
is made up, from individuals, federations and individual 
societies. When you all get together how do all these people 
vote _ by a system of federation delegates or district 
delegates? All these 10,000 do not get together at one 
annual meeting? A. It is delegates, patronage delegates. 

Q. That is set out in your constitution? They vote 
through the delegate system. One hundred men in one communi- 
ty meet and select their delegate and he attends the meet- 
ing and speaks on behalf of the hund red? A. Yes. We have 
100 delegates at the annual meeting, probably. 

Q. I suggest to you, what I have suggested to other 
aitnesess in discussing this subject, that it is indis- 
tinguishable from the system of proxy voting that obtains 
in an ordinary company where one man attends a meeting and 
represents another. What is the fundamental difference 
between voting by delegates and voting by written proxy? 

A. This is people representing people and not people repre- 
senting money. 

Q. But have not these people money at stake in the 
institution? A. It is not on that basis. 

Q. But in point of fact it is money they are interes- 
ted in, to get more for their produce. Is not that the 
primary purpose of this thing -- that the producer may get 
more for his produce? Isn't that the primary reason for 


the coming into existence of cooperative societies? First 
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they can get more for what they sell and secondly they 
can get ata cheaper price what they have to buy? A. Be- 
cause that is vital to the things they need for a full life. 

Qe But do we not all need that, whether we are members 
of a cooperative or not? Does the cooperative need it more 
than I do or anyone else does? A. That is not the main 
objective. 

Q. is it not the main objective? A.” It is the 
first one. 

Q. is it not the primary one? A. Primary means 
first, and I say it is the first step in order to reach 
something bigger. 

Q. Isn't that what all the human race is seeking in 
a civilized country, to get more of the good things of 
the world so as to enjoy a full life? A. It may be. 

Q. To your observation, isn't that true? A. But 
sometimes they have a funny way of seeking it. 

Q. Some like to secure it by not paying taxes and 
letting the other fellow pay them. Is that one way? 

A. I could name instances of that. 

Q. Let us go on to the middle of page three, the 
lower part of the page. I am sticking fairly close to the 
question of taxation. You say: “Income tax returns have 
been sent annually to the Inspector of Income Tax, Saint 
John, since the founding of the organization." No tax has 
ever been assessed against this association? A. That 
is right. 

Q. You say further: “There has been no tax levied 
as it was understood since 1930 that clause 4(p) of the 
Income Tax Act relieved the organization of responsibility 


in this matter." Have you any letters from any income tax 
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officials or any authoritative statement of any kind 
advising you on that point? A. Not to my knowledge. 

Q. You have never seen any in the files of the 
company? A. No. 

Q@.- Did you ever discuss it personally with the 
Income Tax Inspector? A. The report always goes in. 

Q.- But did you ever discuss it personally with him? 
A. Not in this respect, no. 

Q. You say “as it was understood". Do you mean under- 
stood by the company? A. TOS. 

Q. You never got any acknowledgment from the Income 
Tax Department saying that they so understood it? A. Not 
that I recall. 

Q. In the next paragraph you say: “While no assess- 
ment has been made, interpretations and rulings of the 
Income Tax Department applied to other cooperatives in tne 
last few years removed any feeling of confidence that a 
tax would not be imposed on savings and might be made re- 
troactive to cover many years." What rulings have you any 
knowledge about on which you are relying? A. I believe 
it was within the last two years that there was a local 
ruling. I don't know whether it was maae elsewhere. 

Q. By the Saint John Division? A. Yes. 

Q. What was it? A. It was eventually countermanded 
It was to the effect, however, that if any organization 
paid a divdend on shares or interest on shares, that 
removed it from the status of a cooperative. It is true 
that was withdrawn, but that was projected at one stage. 
Then there is another cooperative in the province that was 
assessed, which is operating in much the same way as we 


are, and that was withdrawn. One was Madawaska. 
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Q- Has this Canadian Livestock any share capital? 
A. Not as presently constituted. 

Q. Did it at one time? Ase YOS-e 

Q. The new company will have? A. Referring to the 
charter? 

Q. Yes. A. One hundred thousand, I think. 

Qe And you perhaps sell shares? A. That is the 
only way the Companies Act will let you organize. 

Q. According to the ruling you have spoken of it will 
have to pay income tax because it has share capital? 

A. That was withdrawn, but it was projected. 

Qe hat is still a matter you have to face? A. Yes. 

Qe Can you tell us in round figures, at the top of 
page four when you speak of Dominion and Provincial aid, how 
much aid this company has received? A. Gross? 

Qe Yes. How much from the Dominion and how much from 
the two provinces? You may have the figures approximately 
in your head. A. As indicated here, it was $1,000 for the 
first number of years from the Dominion and it was reduced 
some time in the early 30's to $600 a year -- that is from 
the Dominion -- and the provinces contributed fairly con- 
sistently, not every year but fairly consistently, $500 each. 

Q. Thst is from each province? A. YeS-e 

Q. Tht is about the extent of the actual cash? 

A. YeSe 

Q. No loans? A. No. 

Q. You never borrowed from the bank? - A. Oh yes. 

Q. But you don't have loans guaranteed; you borrow 
on your own credit? A. Yes, 

Q. On page four you say: “In performing such service 


there are well established rules that the business shall be 
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non-profit in character." I don't get that -- business 
being non-profit in character. If you had said non-profit 
in fact, I could understand you; but what do you mean by 
non-profit in character? A. Where is that? 

Q. It is the third paragraph from the bottom of page 
fouri Do you mean non-profit in effect? A. I think 
I would accept that explanation. 

Q. I just want to make sure if that is what you mean. 
It may not be in effect. That is your intention? You use 
the expression in the next paragraph where you say: "There 
are other rules important to the cooperator, but not so 
pertinent to this inquiry as the particular one relative 
to being non-profit in character." I suggest that the 
important thing to this inquiry is whether it is non-profit 
in fact. Is it non-profit in effect? A. Yes; I will accept 
that. 

Q. In the next paragraph you say: "To illustrate 
the difference in motive and effect of the operating 


principles of profit versus non-profit business", and so 


err ee ee 


on. Does the motive in the obtaining of these earnings or 
surpluses or savings or whatever they may be called, and 
| the manner in which they are disposed of, make any differ- 
| ence in your opinion as to whether they are profits? 
| A. Yes. 

Q. It depends on the motive behind the acquisition 


of them, and the manner in which they are disposed of; 


you look upon those two factors as necessary in deciding 
the question whether they are profits. Is that a fair 
question? A. Thst is a fair question. 

THE CHAIRMAN: Would your answer be the same if the 


question were taxation? Does the motive govern the 
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company's taxation? 

THE WITNESS: No; I don't think I would take that 
stand. 

BY MR. P..RKER: 

Q@-» Nor the question of disposition? A. Yes, 
disposition. 

Q. That would govern the question whether they are 
taxable? A. Yes. 

Q. You have carefully considered that? I want to 
make sure that we are talking about the same thing, and I 
am putting it this way so that there will be no misunder- 
standing. I might go and work hard to earn money in order 
that I might pay for the education of my son. That. is 
a very laudible motive, one might say, and I might earn 
sufficient for that purpose. Another man might work as 
hard and earn money for an entirely different purpose, 
because he wanted to get drunk perhaps, or go on a lark 
somewhere, and he spends his money in that way. Can the 
motive impelling me to earn the money I get, and the 
manner in which I spend that money, make any possible 
difference to the nature of the thing I acquire? A. The 
Chairman asked me a question which I understood to be 
this: whether there was a distinction between the motive 
in acquiring surplus and the actual distribution of it. 
IT understood the question to be whether the disposition 
of the surplus would make a difference and I said yes. 

Q. I want to make sure that you understand the 
question. A. That is still my answer. 

Q. Whether the profits should be taxable profits 
depends upon the manner in which they are disposed of? 


A&A. In relation to the source. 
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Q. You take the two together? A. Yes, definitely. 
It has to be in relation to the source. 

THE CHAIRMAN: Must the Government look at the 
disposition of any surplus in order to decide whether it 
should be taxed or not? 

THE WITNESS:' Yes. We so contend in the case where 
we are dealing with members and that surplus goes back 
into their business. 

THE CHAIRMAN: Then the right to tax depends on the 
disposition made of the surplus. Is that your argument? 


THE WITNESS: On this corporate income. 


BY MR. PARKER: 
Q. Turn to page five now. You have set out some 
figures taken from an article published in the Financial 
Post. As xos, It is from a Bank of Canada report. 


Q. Have you the original Bank of Canada report? 


Q. Have you seen it yourself? A. No. 


Q. You took this information from a portion of a 


. Bank of Canada report published in the Financial Post? 

| Ao rves: 

| Q. Did you take all the figures published in the 

| Financial Post in reference to this matter or did you pick 
out certain ones? A. I gave the whole of these figures, 
| not all the figures published in the report. 


Q. In connection with that report, were there any 


figures showing the amount of capital invested in those 
665 companies on which the figures set forth in the table 
represent the income earned? Perhaps you have the whole 
of the Financial Post article. Do you understand my 


question? A. YeS» 
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3. Have you got them? Take your time. A. Without 
going through it fully, I don't see it. 
; 3. Whether they are there or not, will you direct 
| your attention to your brief. You have shown, from 1956 
to 1943 inclusive, a net operating profit of the 665 
companies? A. Yes, | 
Q. First, can you tell us what those 665 include? 
I know you can't name them, but what I want to get at is 
this: Are they limited to manufacturing concerns or trad- 
ing concerns or shipping concerns, railways, banks, or 
generally what do they embrace? A. There are 55 dealing 
in food, 17 in drink, 3 tobacco, 12 leather, 7 dealing in 
rubber, 56 dealing in textiles, 18 dealing in wood products, 
25 in pulp and paper and so on, 24 paper products, 12 print- 
ing and publishing, 52 iron and steel products exclusive of 
machinery, 58 machinery, 39 gold mining, 19 are other non. 
ferrous metals, 24 electrical machinery and equipment, 28 
coal and petroleum, 23 non-metallic minerals exclusive of 
fuel, 39 chemicals, 60 wholesale trade and services, 35d 
retail trade and services, 23 electric utilities, 6 communi- 
cations, 32 transportation and storage. 
; Q. That is the one I was waiting for, electrical 
facilities and transportation. Does that include the C.P.R.? 
A, Iwould assume so. But there isn't enough profit to 
fit the C.P.R. 
Q. Perhaps you will have a note of how much profit 
the C.P.R.. makes? A. I am not sure, but I don't think 
it was point two. 
Q. Point two what? A. Millims in one year; it 
might have been. 


THE CHAIRMAN: Have they paid dividends on common 
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stock lately? 
if WITNESS: I don't know. 
BY MR. PARKER: 

Q. What I am getting at is this. You have set out 
the earnings of these 665 companies, their profit as broken 
down in the statement? A. Yes. 

Q. But you have not given a single bit of informa- 
tion to indicate the amount of capital invested on which 
the profits shown here were earned, have you? Ae No. 

Q. The figures are rather meaningless when looked 
at from that angle because I assume you would not take 
the position that millions upon millions, hundreds of 
millions of invested capital in 665 companies are not en- 
titled to a reasonable return? A, There is where they 
eet their money to invest, out of profits. 

Q. What is that? A. That is where they get the 
money to invest; that is where this stock comes from. How 
do these few companies get control of such a tremendous 
percentage of business? 

Q.° I don't know, do you’ A. That pretty well 
illustrates where it comes from. 

Q. Is there anything there to show where the money 
came from that had been invested before these earnings were 
made? Where did that money come from? A. It came out 
of these industries. 

Q. Don't misunderstand me. It is, I think, obvious 
to everyone that in these 660 companies that earned these 
profits which you have listed there must have been tre- 
mendous amounts of money invested in order that they 


might operate and sarn that money. That is obvious? 


A. Yes. 
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Q- If that is so, without attempting to state how 
much it is -- I know you don't know, and probably none of 
us know -- it is obviously a very large amount of money, 
is it not? A. You mean shares, stock? 

Q. The amount of money put into these companies in 
order that they could get started. For instance, take the 

C.P.R. Is it not obvious to you that untold millions of 

| money was put into the Canadian Pacific Railway in order 
to build it up and get it operating -- some Government 
money, I grant you. A. Yes, and land grants. It was the 
people of this country who built that railway. 

Q No private capital put up at all? Ae “OW Fea, 
private capital; but there were four billions in eight 
years that got over from the people to private monopoly. 

Q. iam trying to find out whether you, as a supporter 
of the cooperative movement, take the position that invested 
capital in all these 665 companies is entitled to a reason- 
able return by way of dividends or interest? Ae One of 
the principles of the cooperative movement is to limit 
interest on stock to a fair earning. 

Q@. And whst do you consider fair? A. They usually 
set it at not more than -- 

Q. Five per cent? A. Five per cent. 

Q. And some of their acts which cooperatives have 
passed through the legislature go as high as eight as a 
maximum? A. Oh yes; I think there is one. 

Q. And they have paid all the way from nothing to 2, 
3, 4, or 5 or higher in some cases? A. In practice, yes. 
9, Would a fair average be three and a half, four and 
four and a half? A. I don't know. 


Q. What do you think would be a fair rate? A. What- 
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ever the members agree upon. It is their own business. 


Q. Would you not accord the same privilege to ordi- 


“nary companies, whatever they thoughtwould be a fair inter- 


est? Would you not be democratic enough to let them deter- 
mine that? A. Yes. But I also want to be democratic 
enough to have the people set up that business and control 
it themselves. 

Q. But in your association there are a lot of other 
people affected by your activities as well as the members, 
are there not? A. Affected in what way? 

Q. Financially and in other ways, both for good and 
for ill. aura you operate a cooperative company in a 
closed compartment without affecting others? You could not? 
A. iI think that is right. 

2. But those whom you affect Rave nothing to say. 
There is no democracy there. They have no say. A. Oh yes. 

Q. The non-members? A. It is open membership. 

Q. But I am talking about the non-members. Do the 
non-members of a ¢ooperative have control over the operations 
of the organization? A. While they are non-members, no. 

Q. Certainly not. 

BY MR. VAUGHAN: 

Q. The figure $4,785,000 ,000 is quoted for eight 
years. In figuring the profits of cooperatives that come 
under you, do you charge up depreciation as an expense 
before determining profits? A. Yes. 

Q. You charge up interest and pay the bank for loans? 
A. Yes. 

Q. Then why do you not do it in making up this 
statement? You quote $4,785,000,000 before these deductions; 


you quote it in several places through your brief, yet in 
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your cooperatives you deal with similar figures in a 
different way. A. If you take the fifth item in the 
table or net profit after that depreciation is taken, 
there is still $3,562,000,000. 

Q. But you do not quote that; you quote the larger 
amount all the way through. The larger amount is not 
correct because you do not operate your own cooperatives 
that waye A. We do not admit that the two fit into 
the same mold. 

Q. But in figuring your profits you deduct depreci- 
ation and interest, and in showing the profits here you 
show profits before these deductions are made. If it is 


correct to make the deduction in the case of the coopera- 


tive, is it not correct to do it in an ordinary business? 


A. I listed it as it was in the table, as net operating 


Q. Why do you not list it in some of the ones further 
cown? A. I have the whole list here. 

Q. You give an entirely wrong impression the way you 
state it here. Later on in the report it is stated as net 
profits to 665 corporations when actually it is not at all, 
since all expenses are not deducted? A... That gitth item 
is $3,562,000,000. 

Q- Beav.that is quite different from $4,785,000,000. 
It represents a difference of j1,200,000,000. Go ahead, 
Mr. Parker. 

BY MR. PARKER: 

2. Iwas going to call attention to the bottom of 
page 5. Having dealt with the figures, you draw certain 
conclusions. You say: “The cooperative method of disposal 


of such surplus is to apportion it back to the people pro 
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rata to their purchases. Did not all that money go 

back to the people, the shareholders representing hun- 
dreds of thousands of investors, including widows and 
orphans, rich and poor all over the country? Isn't that 
where it went? A. Who is spending whose money? 

Qi Isn't that where it went to? A. Not to widows 
and orphans. 

Q. Where did it go? A. It doesn't go to the 
people who created it. 

Q. Where does it go? A. It goes to others. 

Q. To whom? A. To the shareholders. 

Q. And who are the shareholders? Who are the share- 
holders of those 665 companies? A. There are very few 
farmers and fishermen among them. 

Q. But aren't there, to your knowledge, a lot of 
widows and children among them? Isn't thattrue, to be 
perfectly fair about it? You know that is so? TI don't 
say there are not a lot of millionaires, but you know 
that these investments are scattered all over the country 
from the Atlantic to the Pacific? A. You would not want 
to build your case on the widows, would you? 

}. I am not here to answer questions, but to ask 
them. Isn't that true, within your personal knowledge? 
A. Ihave no knowledge of such widows and orphans. 

BY MR. VAUGHAN: 

Q. Before we pass that page, there are a few other 
questions I would like to ask you. Have you any knowledge 
of the rate of profit in cooperatives as compared with 
the rate of profits applying to the companies you cite? 
Do you know the profits made in cooperatives, and the 


amount invested, as compared with the profits here and 
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the investment? Do you know what the comparative rate is? 
A. I don't know how you would get a comparison in that 
list. 
A. In operating our merchandising business, in which there 
are comparable businesses around us, we do not pretend to 
operate on a different price level. 

Q. The rebate is a certain percentage in the consumer 


cooperatives? A. Yes, for the different services. 


2. What docs that figure out on theirs? A. It varies. 


Q. Five or ten or seven on the average? Ba Vl SOs 
know what it would average. 

Q. We did have evidence showing that in a number of 
cases it was seven per cent? Would it surprise you to know 
that that is the highest rate then made by many people in 
the same line of business? A. It would not surprise me 
2 bit. I will say however that there might be some question 
of efficiency involved. 

Q. Why do you quote these figures if the cooperatives 
are making just as much money? You are giving this i a 
sort of statement of what is happening in corporations and 
on the other hand you seem to believe that there is just 
as much being made in cooperatives? A. I make the state- 
ment to show that the money does not get back to the people 
who create this wealth. It goes in some other way and we 
get this tremendous over-balance with a lot of poor people 
and some rich people. 

Q. It goes back in your case to the people of the 
producer cooperative? A. Yes. 

Q. That is their investment, the products they have 


to sell; and that is the equivalent of the money put up 


2. You know pretty well what it is in the cooperatives? 
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in the case of a corporation. What is the difference? 
A. But this docs not go back to the consumer who bought 
the article. 

Q. Is there any difference really? It is a differ- 
ent method, that is all. One puts up a commodity and that 
represents his investment and the other puts up daancena 
that represents the investment in his case? A. In connec- 
tion with Mr. Parker's suggestion, I think there is a dif- 
ference from the standpoint of the price that is obtained. 
If there is a surplus it goes back to the man who produces.-: 

BY MR. PaRKER: 

Q. When you take the farmer's livestock and butcher 
it and sell it to the market it ultimatcly gets to the 
consumer? A. Yes. 

Q. The consumer does not get anything out of ite 
A. If the consumer is organized into a cooperative. 

Q. They buy the beef at your cooperative, but if I 
buy I don't get a patronage dividend? A. In the consumer's, 
yes. Mr. Vaughan's question, I believe, centered around 
retail cooperatives where it might be five, six, or seven 
per cent. 

BY MR. VAUGHAN: 

Q. The point in my mind was this. The profits of 
corporations and the profits of cooperatives are probably 
the same. I could not tell you. They may be more in one 
case, for all I know, or they may be less, but they are 
‘probably about the samc. “hat is the significance, there- 
fore, of this table that you present? A. I think you 
will have to accept my basis first. This thing is funda- 
mentally different. This is the case of people building 


something for themselves, to do a service for themselves. 
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It is not building something to trade with the gencral 
public. 

Q. «re you talking about the consumer cooperatives 
now? A. The other. 

Q. I thought we had switched to the consumcr. It 
gots back to this point. There is a wholesale that supplies 
merchandise, and following Mr. Parker's point, there is no 
diffusion of that back to the source where the merchandise 
originates. You said a little while ago that in the case 
of corporations it did not go back to the crcators of the 
money or profit; neither does it ‘in the case of the con- 
sumer cooperative. Does it? A. To the final source of 
supply? 


Q 


we 


The source of supply, yes. ht, No. Le 2064S. 66 
the consumer. It is the consumer who sets up the service 
in that case. 

Q. I thought you said a while ago that it went to the 
originator of the cooperative, thet is to the source where 
tho merchandise came from; but in this case it goes to the 
consumer. What is the difference between the consumer and 
the shareholder? A. A shareholder may have only money 
invested.in the business. He may contribute no business 
whatever out of which profits are made, or surpluses. 

9. What does the consumer-member contribute? As He 
has to contribute his business before he is entitled to 
any patronage dividend. 

Q. He buys there but he does not contribute anything 
to the consumer cooperative? A. Yes. It is the consu- 
mer'ts dollar that contributes everything there is. It is 
the consumer's dollar that contributed all this. 


9. He buys and pays for something but you do not 
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call that a contribution. He docs not put any actual 
investment into it. 11 he does is to buy merchandise 
and consume it. A. He and his fellow members have to 
sot up facilitics for giving service. They have to fina 
the means of doing that. 

Q. In the initial stage, but in a few years it goes 
far beyond the original investment? A. is there a ques- 
tion in connection with that? 

Q. Your investment in a cooperative is the money 
that is left there by these consumers, which is the equi- 
valent of cash. In a regular company the shareholder puts 
up cash. What is the difference? A. I have explained 
my view of that and I will repeat it. In the consumer 
society it is only the member. He is not interested in this 
source of.supply. In the Bae of the investor investing for 
8 returm on his money, ho simply puts dollars into it. He 
many not put business there at all out of which money is 
made. 

Q. But the consumer puts dollars in in order to carn 
more money. Let us take this one step further. I think your 
figures givenan exaggerated impression when you mention this 
large amount of $4,785,000,000. One would naturally think 
that was one yesr's profits whereas it is eight years' pro- 
fits. I know that is mentioned above, but one gets the 
impression that it is one year's profits whereas it is 
$600,000,000 per year; and the other figure you have quoted 
would represent $450,000,000 a year, though you quoted 
53,562,000,000. That is not in accordance with what you 
said before. There is an impression here that there is 
. lerger profit than there is. Going further down -- 

A. It has improved somewhat; you will agree it has in- 


proved. 


vie 


Aeie faa ve, 


vi 
- yh Hh ae 


pt tee YA 


a 7 | eta 2 ae 
, : | | | Ha ee ve abbs eal abe 
ae allel TS) adam 8) us wae 
ers Yetart <. Sood ie Hates. 2 oe 
| ae ica ae iS cee 

A (oo RE er i ae ai - hat aa 


7 4 2 
7 Z sy 
us ih 7 ‘ 4 ai i ’ ; » ; = 
Bait Ta sad vet. -iiepo oF Haley 
F - ; ; b ; 
iy iy 4 rm a ’ ' yee en 
i : x 4 ree | : a) t te el) Bal h 
( Ppa? : 4 é oy i 5 : i~ 
ah ae . 5 eee HN She Je *aike ‘Sy 
/ for ¢ y 
' R } A , & Baa? 
| : ; i ea 
; ys j ahi f py : , ‘Ley ery an 
; a nel ooom i ORM Joa): toate Wied 
4 -_ r 7 y : t 7 : 0 - 7 $ 
a | ‘ ; ; ’ = s ; 9 a 
ct As Ga Cid Sofas 
~ ’ 
; f yrs. = 
j : j i ir ye A @ 7 
ot 4 * j 
~~ aed y m2 
< a Ae . 
i ‘ ‘ f * ( 
| eRe (tc. eo 
‘ 
i 
as } * e } NE ~- 
bad 
er, ZA val vey ey 
rat ve Sivas ed = . ' : 
© 14 7 4 iZ 5 ; bi e 
s ‘ ‘ 
i wae a + a en 
e . 4 
& j 4 iy 4 
7 i yt 
e a 7 tet iy AA 
, a ; 4 ry ; i ‘ eee oe 2 wp ? 
ee i At ' t : 4) ' *) ? 
Yi Beals Se 
. , ~S t vedere s 4 
o j ’ ; 
rat 7} ay 
rae a 1 ' ah T+ 
3 f 
hs 4 
‘i j < “ f 
| aren ‘ i 
5 ® F ye ae a . ie Ye 4 : ? i 
j ¥ / rj ; 7 
eye aah i a : iS a 
3 " iB 4 tay if a 
sd i] 
1 A sy om + Dd 
F } a ’ ‘» nd ‘i 1 + 
‘ a 2 
® e ’ r - 
ee 7 , £ 
LS Wd a ON copes Actes e < 
; wee fe 
lied * , 7 F % 1 Vira ee 
re 3 7 *) a A CR re. 
é . sa 
i me a 
“ ® es 
: | . “7 
. a ie . 
a CaP aks tab 3 F = % . <a ey 
i y ; ' eh - Ay aT) 
Rey ey od 0 P: rd 
Ns ca otk bis Os tae he vt P re aA Pm tne 
¥ be * . 7 ¢ 
ma 7 i 7 hy 
1 i i toe ff gas . ’ 4 - x Yo 
* _ Wy de * Part = ie 4) aye re led 7 ae , ia f wiles P| 
bf! “bd ee > ee = 
| i vitae 
ohare 
6 4 \ ihe hes 
i 


-4163- Mr. Mc2wen 


@. Oh yes; it sounds different -- $3,562,000,000 
as against $450,000,000 per year. A. That is exactly what 
we are after, to lower that. 

Q- That is what the cooperatives try to do? A. Yes. 

Q. Is this a fair statement thst you have here; "Even 
in the most favourable light from the standpoint of the 
general welfare, the people paid $4,785,000,000 more than 
it cost to supply the goods and services in eight years", anda 
so on. Do you think that statement is correct? First of 
all, there is depreciation and interest not charged up. 
Would you not say the shareholder is entitled to some return 
on his money? You are not allowing for that. Ae In our 
cooperative we think that is not the important thing, the 
return on money. 

Q. It is part of the cost of doing business. Money is 
worth so much for the use of it. There is evidence of that 
in your own crcedit unions where you pay a rate of interest 
on money you take in. A. Operating within their own 
membership. 

Q. It does not make any cifference; it is something 
you pay for the use of money and if you pay your members for 
the use of their money why should not shareholders be paid 
for the use of their money that they put in? If you make 
411 these deductions it reduces that figure. There is 
another point here. You say the people paid this amount 
of money more than it cost to supply the goods and services 
"in order that the Government obtain about one and one- 
third billions in taxes, much of which had to be used in 
those first years to keep people alive who were on relLier.” 
Do you not think it is a good thing the Government did have 


that money to pay to people who were on relief? A. Yes, 
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but a lot of that relief went back to farmers and fisher- 
men and in that period here is $94,000,000 that was 
derived from food. Now food comes from the farms and 

the fisheries almost entirely. 

Q- You mean that is where the relief money went? 

A. I contend it was taken but in profits and the people 
had nothing left. 

Q. But you say that this profit was used to provide 
relief, a good part of it. What would the people have done 
if there had not been that money to take care of relief? 
A. I illustrated that in a number of places in the brief. 
If the farmer gets only two on Vibes dollars for lamb 
that the merket is paying twice that for he has nothing 
left in the country to maintain his services,:‘and all you 
have to do is to go through the country to see that the 
services are not there. | 

Q. This money went to the Government and most of it 
wes used, or much of it was used, you say, in the-Tfirst 
years to keep alive people who were on relief. What would 
these people have done if there had not been this money with 
which to keep them alive? A. If the money had been re- 
turned to them cooperatively they would have had it. It 
would not be borrowed money or relief money. 

Q. How do you know thet this money was not made from 
people all over the country engaged in all sorts of busi- 
nesses and not merely farmers or fishermen? It was made 
from businesses of all kinds including the 665 companies. 
&£. I gave the figures for dealing in food alone. 

9. What were they? .A. 94.7 million dollars. 

2. How many people would be represented by that? 


A. That would be for the same period. 
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Q- What does that $94,000,000 represent? A. ‘stoke 
is profits from dcaling in food. 

Q- That is a very small part of the total, which 
would indicate that profits were not really made from that 
source but from other sources and a pretty fair share went 
back to farmers, fishermen and people of all kinds? 

A. Went back in relief? 

Q. Yes. A. Well, you would not advocate that 
system? 

Q. It did happen, though? As It did, yes, and we 
don't want it to happen again. 

Q. No one wants it to happen, but my point is, what 
would these people have done if the Government did not 
have those taxes? A. Probably these figures will be 
interesting to the Commission. They have been taken from 
the Canada Year Book, 1940, and they relate to the relief 
Situatior. In 1935 the Dominion gave direct relief amount- 
ing to $51,000,000; 1936 »48,000,000; 1937 $53,000,000; 
1938 $32,000,000; 1939 $20,000,000. We thought the coun- 
try was spending tremendous sums in relief, but that is 
only small potatoes in comparison with these tremendous 
profits that were made in the same years. 

Q. But you say that much of this was spent in looking 
after the people on relief. Where did that money come 
from? It came from industrics of all.kinds, not only far- 
mers and fishermen and manufacturing concerns, but busi- 
nesses of every description, and it was used to look aftcr 
the people who needed assistance. My point is this: What 
would the Government have done if these taxes had not been 
available for these purposes? A. But all these costs 


of industry are paid for before there is profit. All 
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employees arc paid and all costs are paid. 

9. But when there is profit the Government takes 
so much of it, and much of that money, I am pointing out, 
went to take care of the people on relief, as you say. 

I said it was a good thing the Government had those taxes 
with which to give that relief. However, let thet point 
go. Following that up one step further, you agree that 
there were many people on relief back in those years? 

AL. i208, Over.e@ milliom in’ 19355. 

Q. How much did the cooperatives contribute towards 
looking after that relief in the country at large? 

A. The cooperatives are trying to organize these very 
people. 

Q. That is not the point. These corporations con- 
tributed a great deal to look after the people on relief 
at that time. How much did the cooperatives contribute 
for the same purpose in that same period? i. My conten- 
tion is that it was the people themselves who contributed 
this money, not the corporations. 

Q. The businesses contributed, because it was charged 
up to then. They made profits and the Government took so 
much out of those profits. Anyway, the answer is that the 
cooperatives did not contribute anything. Is not that the 
answer? Ae No, it is not. 

Q. Well, what did they contributed towards that 
relief? A. Directly in cash? 

®. Yes. A. In so far as they were operating and 
had any surplus it went back to the people so that those 
particular people did not need relief to that extent. 

Q. But the other corporations contributed employment 


to their own people as well as relief in the form of taxes. 
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You say that there was no need of it in the cooperatives. 
I do not know whether any of your members were on relief 
or not, but is it not a fact that the cooperatives contri- 
buted nothing in gencral towards the relicf that existed 
in those ycars? & These cooperatives in the main are 
being organized by the people who, we think, were being 
exploited. 

Q. That is not the question. The corporations con- 
tributed a great deal, and so far as the cooperatives are 
conccrned the answer is, as far as I can gee, that they con- 
tributed nothing to the relief that existed in those years, 
If that is not right lct us know what is right. 

BY MR. PuRKGR:; 

Q- Turn to page 14, the last half of the page. Is this 
association in affiliation with the Co-operative Union of 
Canada. are you a member of that? &. Yes. 

Q. In preparing this brief did you consult with the 
officials of that union to sec if the views expressed here 
are in accord with those of the National Union? Ase This 
bricf was prep. red independently. 

Q. Be good enough to answer my question. he There 
was some consultation back and forth. 

Q.- With whom did you consult? Be The Chaimen of 
the Central Committee. 

Q. Who is that? A. Mr. Good, for che, 


Q. Has he read this brief that you are presenting ,today? 


Qe You are not in a position to say whether the views 
expressed on page 14 of your bricf are in accordance with 
the views of the National Union? 4. I have not had any 


official communication. 
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Q. Let us see what your viows are: "Cooperative 
Field and Objective: Some who have becn Opposing the 
cooperatives during the sittings of this Commission have 

endeavoured to show that cooperation must be limited to 
some elementary function like forming a shipping club. 
They have said, or implied, that to process or manufacture 
takes the business out of the realm of legitimate coopera- 
tive activity." What class of people contend that? Whom 
do you ref2r to there as meking that argument? What people 
have said that to process and manufacture has that effect? 
You say there are people who contend that would not be 
cooperative business. Who says that -- is it the mysterious 
"they"? Does it mean anybody in particular? In short, whom 
are you quoting? 4. I cannot name anyone at the moment 
but I read the evidence given at Vancouver, for instance, 
and it is my distinct understanding that the implication 
was left there. 

Q. 1 want your views. What do you Say on that? It 
is a question of cooperative enterprise. Is the field open 
to all sorts of processing and manufacturing and the whole 
field of commercial enterprise, without any limit whatsoever? 
He I have so stated. 

Q. That is the width of the field, ana your objective 
is ultimately to cover that entire field? 4. The people 
themselves, 

Q Step by step, enlarging here and broadening there 
SO as to occupy the whole field? Ae Yes, 

Q. Let us look forward to the time when you have 
accomplished that. What happens next? How do you propose 
to raise the revenues of the country, assuming that the 


whole field is tax-exempt so far as income tax is concerned? 
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A. From the people. It would fall on the individuals then, 
so far as income tax is concerned, 

Q. There would be no corporation income tax of any 
kind? A. When you have reached that ultimate. 

Q- That is the objective that you have in mind? 

A. To me that is reasonable, 

Q. And having reached that objective, where the 
cooperative method occupies the entire fiela and corpora- 
tion income tax of necessity vanishes, as it would vanish 
in that case -- you agree with that? A. Yea. 

Q.- Having reached that Stage, have you any inform- 
ation as to how much that would take away from the revenues 
of the country at the present time? Have you an approxi- 
mate idea of how much revenue is derived from corporation 
income tax at the present time? A. No, I have no figures. 

Q. It is approximately $800,000,000, which represents 
about one-third of the total revenues of the country. 
Where would you propose to make up that one-third of revenue 
thus lost; by what system of taxation? A. It would be 
made up from the same people who contribute it now except 
that it would be more direct. It is the people who do 
business that contribute that. 

Q. Through what method of collecting -- personal 
income tax? A. If the Commission wants something in the 
way of recommendations -- 

Q. i want an answer to that question. That is what 
I em asking. Are you in a position to Suggest any scheme 
you have in mind, or do you suggest personal income tax 
on everyone? Do you suggest that is sufficient to make 
up the required revenues? Is that the scheme or have you 


thought about it? A. Yes, but any recommendation would 
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be contributed through the Co-operative Union of Canada, 
of which I am a member. 

Q.- What would be contributed through the Co-operative 
Union? A. If you are asking for recommendations. 

Q. But you are here putting these views before uS. 

I do not know whether you would agree with the Co-operative 
Union or not, and I want to know what your views are, if 
you have any. If you have any views as to how the loss of 
revenue is to be made up once you occupy the whole field I 
should like to have you tell me. A. In the case you out- 
line, of reaching this ultimate, which is not a possibility? 

Q. it is the desired goal? A. Well, if you reach 
that point, that is where the taxation would come from. 

Q. Personal income tax? Aw Yess 

Q» And having occupied the entire field, the commer- 
cial field, what would happen politically? What sort of 
system of democratic government would you have, speaking 
now of the governmental set-up? What effect would such a 
Situation have on that set-up? A. Is that one of the 
questions pertinent to this inquiry? 

THE CHAIRMAN; I think the question is fair enough, 
and it is not difficult to answer. I1f you get complete 
control of the entire enterprise of the country you will 
have complete control of the political field. If that is 
your ultimate objective, to gain complete commercial con- 
trol of the country, then you automatically have complete 
control of the political field. 

THE WITNESS: I think you are right. 

THE CHAIRMAN: It is not very hard to answer. 

BY MR. PARKER: 


Q. I thought that would be. your conclusion, and you 
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have no objection to Stating it? A. Not to stating it 
that way. | 

Q And I suppose when you do reach sufficiently near 
your objective to get Substantially the majority control 
you will expect to make the minority conform to the cooper- 
ative way of doing business? Ae Make them conform? 

Q. Yes, A. No sir. 

Q. You would not? © A. Except that there are cases 
where, i. a vote is taken on some certain commodity for 
marketing, for instance, if there is a Marketing Act, that 
might have a bearing on it, 

Q- In other words, your political philosophy, in so 
far as it must of necessity be engrafted upon your economic 
philosophy, is this: When you have reached that Stage that 
we have described there will be the elimination of all pro- 
fit, and all business will be carried on for the benefit of 
the people? A. Their own business, yes, 

Q- All their business would be the people'ts business? 
A. Those services in which they are directly concerned, 

Q- And there would be the complete elimination of 
profits? A. As we understand profits, yes, 

Q. That is to Say, invested capital would receive no 
returns? A. No. 

Q- There would still be invested capital? A. There 
could be, 

Qe But would there be, according to your idea of 
that set-up? A. My personal ideas of the best cooperative 
set-up is that you would not have invested Capital, you 
would not have stock certificates. 

Q.- Does it make any difference, as long as there is 


money put up to make the wheels go round, whom it is owned 
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by? A. We don't want stock certificates where the 
member may have moved away or would be no longer a patron. 
We don't want stock certificates that have perpetuity. 

Q This is the last question I will ask you. Your 
idea is that capital which would be used in carrying on the 
business of the country is entitled to some reward? A man 
now invests in a credit union or buys shares in a coopera- 
tive society or invests in an ordinary company. Do you con- 
Sider thet money is entitled to some reward for its services 
in the operation of the business, if that man goes to the 
southern states to spend a winter? A. Yes, but the people 
should decide. 

Qe The people should decide how much? A. Yes. 

Q. You agree that it would be entitled to some reason- 
able rate of return? A. We follow the Rochdale principles 
and they provide for that. 

BY MR. ARNASON; 

Q. I want to ask you two or three questions that are 
rather closely related to the subject under inquiry by the 
Commission, and that is the matter of taxation. I notice 
Somewhere in the brief -- I do not recall where -- you 
refer to non-member business. At some hearings of the 
Commission the suggestion has been advanced that in so 
far as the cooperatives derive revenues from non-member 
business that revenue should be taxable. Do you agree with 
that? A. In my opinion it is just,as subject to taxation 
as any other profit. The only thing is that there is this 
provision now in regard to the 20 per cent. 

Q- But forgetting the law as it stands now, do you 
think that revenues derived from non-member business should 


be taxed? A. Personally I would say so, yes. 
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Q. Another suggestion that has been advanced at 
Some hearings is this. It has been contended by certain 
individuals that when a cooperative invests part of its 
funds in Government bonds the income derived by the 
cooperative in the form of interest in those bonds should 
be taxable. What would be your view on that? Awa £ 
have not a definite opinion on it. 

Q. Getting back to the matter of financing coopera- 
tives, 7 believe that in the Maritimes, in which your 
cooperative operates, quite a number of organizations 
finance partly through the retention of patronage divi- 
dends on what is known as the revolving reserve plan. 

A Yes. 

Q. Is it a common practice on the part of aockiatde 
tives, where a portion of the patronage dividend is re- 
tained as operating capital over a period, to pay interest 
on these deferred dividends? Ae In sone tse Pa- our 
cooperative it is not. 

Q. At soe of the hearings of the Commission it has 
been suggested that even though the members of the coopera- 
tive might by by-law, or by specific resolution, direct 
that money retained in the form of patronage dividends 
should not bear interest, there is some gain there never- 
theless to the group as a whole and that in effect the 
group, that is to say the members of the cooperative, gain 
by reason of the fact that the cooperative is allowed the 
use of interest-free funds. It has been suggested by one 
or two officials that that fact should be recognized in 
some way and that while that gain may be difficult to 


measure, there should be some arbitrary measuring stick 


adopted as a basis for taxing the gains so made. For 
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instance, it has been suggested that if a cooperative 
Cefers 50 per cent of the patronage dividends, an arbi- 
brary ruling should be made to provide that in effect the 
funds so retained should carry, say, a 3 per cent rate 
and that 3 per cent dient a be taxable as one way of 
measuring the gain to the group. Have you any ideas on 
that? £. I had not studied it before, but my first 
reaction would be that I could not sce it that way. I 
think th.t the gain, if any, is to the member group. and 
that will reflect in the ultimate individual income. 

Q. Another question. This is a rather tricky one, 
if I may use that expression. While it has been pointed 
out at previous hearings that the members may decide 
through by-laws or by contracts to leave a portion of the 
patronage dividends with the cooperative on the revolving 
reserve system, it has also been contended that the mature 
of the fund so retained does not change even though the pay- 
ment is deferred for a number of years. Do you think that 
it would be more desirable as a matter of cooperative prac- 
tice to stipulate by by-law or by contract some definite 
period for the repayment of these funds -- that is, to 
ostablish rather more clearly the definite lsgal liability 
to pay these funds back to the members? Just to illustrate 
the point. In the by+laws of some of our cooperatives it 
is left entirely to the discretion of the directors as to 
when the funds so retained are paid back to the members. 
Do vou think that, as a matter of sound cooperative practice, 
there should be some reasonable but definite stipulation, 
A. Yes. I think it should be outlined, but I also think 
it should be within reasonable access to the members to 


change their by-laws. 
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Q. But it would depend on the members? A. Finaliy, 
yes. 

Q- Is it your opinion as a practical cooperator that 
all reserves of the average cooperative could be allocated 
to the members? A. Do you mean as you go along? 

Q. Yes; allocate them all regardless of what their 
Set-up may be, whether for contingencies or whatever it may 
be, with the idea of revolving them all eventually? 

A. I believe I would be willing to face that kind of set- 
up. It is desirable to have some reserves. 

Qe Do you think it would be practicable to provide 
that all of them be allocated? I may Say that this question 
has been asked before of several cooperative leaders who 
have appeared before the Commission. JI want your views. 

A. My view is that as the members become well acquainted 
with the business it can be done that way. They would back 
it if they needed funds, 

Q- It has also been suggested that where a cooperative 
pays interest on share capital that interest should be 
taxable. What would be your view of that? I might also 
say it has been suggested it should not be taxable. Don't 
get me wrong. A. I had never thought of it as being eligi- 
ble for taxation. I don't know that I have studied that 
particular item, 

Qe One more general question and I am through. You 
refer to the improvement in the quality of various agri- 
cultural products which took place coincidentally with 
the organization and development of these cooperatives, 
Would it be fair to say that one of the reasons for that 
improvement was that the very fact that the farmers organ- 


ized into groups resulted in the establishment of more 
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satisfactory mediums through which government departments 
could operate to educate producers? Ae I think that is 
an important factor. The other factor is getting the 
premium for quality directly back to the farmer, 

BY MR. ELLIOTT: 

je On page seven, discussing the effect of taxation 
on what you term the "usual price" custom, you state that 
such a policy of taxation “coula only result in the really 
disturbin,, method of pricing the goods or services at cut 
rates as near cost as possible." Do you think that policy 
of basing the price on cost is practicable for a cooperative 
as a long-term policy? A. It is not desirable. It is best 
to have a margin of safety and pro rata it back. 

Q@. Do you think that in fact most cooperatives would 
be able to continue in business permanently and still pur- 
sue that policy? A. The percentage of casualities would 
increase, 

Q.- How would such a policy affect the probable growth 
of cooperatives? A. The growth? 

Q@. Yes. A. I think that under present conditions it 
would affect it adversely. 

Q- Are there any other suitable methods, besides 
charging a margin, which you can think of that would be 
acceptable to the cooperatives from the point of view of 
expansion? I will reverse that. If the cooperative follow- 
ed a policy permanently of charging as near cost as possible 
it would not be able to use part of the margin for expansion 
purposes. Are there any other methods of financing expan- 
Sion that would be almost equally suitable? A. Probably 
not so easily. People have got accustomed to indirect taxa- 


tion. 
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Q- You are referring to the calling in of part of 
the surplus for expansion when you speak of indirect 
taxation? A. No. People in practice are more willing 
to leave a surplus there as an operating fund than they are 
to contribute out of their own pocket. 

THE CHAIRMAN: That is, to lend it back? 

THE WITNESS: Yes, 

BY MR. ELLIOTT: 

Q» Hev2 you had any experience in actually getting them 
to lend it back? A. After they got it? 

Q. Yes, A. Yes, Some, 

Q.- On an individual basis? A. That is, in putting 
up share capital, if that is what you mean, 

Q Hither shere capital or loans. A. Loan capital. 

Q.- Your opinion is that that is 4 less easy method of 
obtaining funds for expansion? A. Yes. 

THE CHAIRMAN: It is not as fruitful a source from 
which to get loans? 

THt WITNESS: It is easier for a group to make a deci- 
Sion to put it in for working capital. 

BY MR. ELLIOTT: 

Qe On vage six you say that in order to obtain a 
charter in the first place it has Sous Eies Mane deemed 
necessary to forego certain desirable principles. Presuma- 
bly then you believe that a cooperative does benefit from 
obtaining a charter? A. Oh yes, I think so. 

Q. What are the chief benefits derived from the obtain- 
ing of a charter? A. Well, for one thing -- 

Q. I may be asking an obvious question. A. I don't 
know whether it is obvious to me, but we are operating in 


a business world which is organized into that general type 
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of structure: that is, they have charters. And there is 
also this point. If you are left as individuals, some in- 
dividual has to take full responsibility and this provides 
the limited liability clause. 

Q- In what way does the limited liability provision 
assist a cooperative -- chiafly in getting new members? 

A. I have never thought of it that way. I don't think 
any member has, 

Q- an raising funds? A. It is more in the legal 
sense, 

Qe Will you explain that? A. How they are benefit- 
ea? 

Q. Yes. You speak as though it is necessary some- 
times to sacrifice something in order to get a charter. 
Presumably then a charter must be of some advantage and I am 
asking what that advantage is. A. In an unincorporated 
group the directors, for instance, would have to be the 
responsible party if any advance were required from the bank 
or anything like that, and then it is a joint and several 
proposition. If it comes to a question of collecting on that 
security anyone may be the goat, so to speak. I don't know 
whether that answers the point. 

Q. Does the merefact of incorporation make it easier 
to borrow from the bank without the security of directors! 
notes? A, Not just incorporation in itself; at least I 
co not think so. 

Q I would not think so either. I want to know what 
you consider the advantage of incorporating consists in. 

Why do you not just go on without it? Is it just a matter 
of habit? A. I don't know. We have come to think of it 


as desirable. I don't know whether there is a better way or 
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not. 

Q. Have you anything to add. to your answer as to why 
you think it is desirable, and in what way it helps the 
cooperative to get along? A. Isn't the legal entity 
itself important? 

Q The fact that it may as a unit enter into an 
agreement? Ae FOS. 

4. What about the question of being a unit as dis- 
tinct fiom its manbers, so that it may deal more effective- 
ly with the disputes between it and the members? Is that 
an acvantage or docs anything of that kind ever happen? 

A. It happens. 

Q- You cannot think of any other advantages? 

A. I had-not classified them, 
BY MR. VAUGHAN: 

Q- Following up Mr. Zlliott's first question with 
reference to page seven you say: ‘It should be realized 
that to legislate that cooperative business Surplus accum- 
ulated under this 'usual price custom must be taxed 

‘before dispersal could only result in the really disturb- 
ing method of pricing the goods or services at cut rates 
as Near as possible." In England, as you know, taxes have 
been applicd to cooperatives. Do you know whcther that 
resulted in goods being sold on the basis you suggest or 
co they continue to carry on as formerly, that is before 
they were taxed? &. You say thet in Great Britain they 
have been taxed on patronage dividends? 

Q@. No. You are right. Thcy arc not taxed; that is 
my mistake. In enother part of the brief you refer to 
the buying of supplics in large quantities, I presume 


through cooperative wholcsale. You do a considerable amouns 
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of that withthe idea of getting the best prices possible 
for the local cooperatives. In getting these prices through 
your wholesales, I suppose they are better than the prices 
at which the local merchant dan buy merchandise? A. Very 
seldom in actual practice. 

Q- What is the purpose of having the wholesale coopera- 
tives? I thought the purpose of that was to join and be 
able to buy goods in large quantities and at the best prices. 
A. fFrices that would compare with other wholesales. 

de But I am referring to the distributor in the town. 
Your cooperative as a distributor will buy through the whole- 
sale and that wholesale is able by reason of these large 
quantities to buy cheaper than you could if you bought on 
your own account? A. In periods such as the 30's, yes; 
in periods of goods scarcity, no. 

Q- Take unusual times. Would you not through the 
wholesaler be able to get merchandise cheaper than buying 
direct, cheaper than the local cooperative? A. From the 
standpoint of the local cooperative. 


~ 


Q- Your local cooperative is able to get a better 
price by buying through the wholesale because many local 
cooperatives join together and form a wholesale for the’ 
purpose of getting better prices? Ae We usually go along 
AS near as we can at the prices we know are customary. 

Q. What is the purpose of the wholesale? Ae If 
there is a gain they get the patronage dividend. 

Q. You get it back in patronage dividend and your 
cost is less than it would be if you were buying direct. 
That means that through your wholesale, with the rebate 


you get, you buy cheaper than the local merchant in the 


Same town? &s. I don't know of any other merchants. 
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Q. The purpose of your wholesale is -- As TS 
make aS good a deal as we can for the member we are operat- 
“ng id If it is the consumer we want to get the aaah 
to him as reasonably as we éan. 

Q. <It must be the purpose of the wholesale to buy at 
2 lower price than the local cooperative could buy at, and 
your local cooperative would be probably on the same basis 


as the local merchant? i. Within the field we are operat- 


Q Then how do you reconcile that with the statement 
you have here? You say there should be no monopoly control 
of needed supplies available te one distributor on a differ- 
ent basis than another. Your local cooperative is able to 
buy cheaper than the local merchant and yet you say that 
Should not exist. A. I don't think we are able to buy ° 
cheaper. 

Q. But isn't that the purpose of the wholesale? 
ue There might be a saving to them. 

Q. Well, a saving; but there is no saving going to 
the local merchant while thcre is a saving that goes to the 
local cooperative. A. There is a good story that goes about 
monopoly if you want to start digging into that. 

Q- i am applying it to your own business as compared 
with the local merchant with whom the cooperative competes. 
&. In our own busincss a lot of the supplies we cannot 
get our competitors get. 

Q. I am not referring to that, but the purpose of 
these wholesales, I say, is to make a saving and whatever 
saving is made is passed on to the local cooperative and 
therefore the local cooperative can buy cheaper than the 
local merchant who is in competition with the local coopera- 
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tive. And yet you state in your brief that one distri- 
butor should not be able to buy on a different basis from 
another, Is that self-consistent? /.. What about the 
distributor? 

Q- You say that there should be no monopoly control 
of necded supplies available to one distributor on a differ- 
ent basis from another. I am putting your local cooperative 
on the basis of the local merchant with whom he competes, 
and I say that your local cooperative buys at a cheaper price 
to the extent that he gets rebates from the wholesaler? 
4. That is the consumer, yes. He owns that business and 
it comes back to him if there is a saving; but where the 
monopoly comes in is that almost all this business is priced 
from some place entirely removed from here. It is priced 
before it leaves some place hundreds or thousands of miles 
aWay. 

Q. I am comparing what you Say now with what you say 
in the brief. You will agree that the local cooperative is 
able to gct a better price to the extent of whatever saving 
accrues from buying wholesale, and to that extent his price 
is on a different basis from that of the local merchant? 
Aw If there is a saving made it goes to the consumer- 
member. 

Q. It goes to the local cooperative, so that the local 
cooperative gets merchandise at a lower price than the 
local merchant? &. The local cooperative is there to 
give service and not to make profits. 

Q. But it makes that saving on a different basis as 
compared to the local merchant, to the extent of that 


rebate? a. Yes, it is different. I cannot tell you what 


the other fellow gets. 
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Q» The wholesale exists for a purpose, and I am 
pointing out that you pay the rebates to the local and 
therefore the rebates must represent a saving which is 
passed on to the local cooperative, and that makes prices 
less to the local cooperative than those paid by the local 
merchant? A. Yes. There is a saving there. 

4¢ Therefore I do not think that is consistent with 
what you say in the brief, because in the brief you express 
the opinion that there should be no difference in the price 
to the distributor. The local merchant is a distributor 
and so is your local cooperative and that cooperative gets 
a lower price than the local merchant? A. Well, the local 
merchant and his wholesale can work shat out. 

Q- You say there should not be a difference in cost 
to distributors but there is actually a difference in your 
own organization. It goes to your own cooperative as 
compared with the local merchant? A. Not necessarily so. 

Q.- But you have rebates -- the local cooperative? 

A, lif they make savings, yes. 

Q- And they do make savings. We have a good deal of 
evidence of that, and to the extent of that rebate is there 
not a difference in price basis? A. But that is not due 
to monopoly at all. 

Q.- I am quoting what is in the brief. You state that the 
price should be the same to either distributor, whereas in 
fact there is a difference between the local cooperative and 
the local merchant to the sxtent of the rebate that is made. 
A. I think there is a difference, but it is not what you 
ars pointing out. An organization will charge our cooperat- 
ive one price and another organization another price for 


the same goods or the same class of service, or see that 
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we don't gct goods at all while the othor service gcts it. 
If the goods are mado available trey should be open to the 
srade that is operating in the same class of Services. 

Y- And the local merchant should be able to buy at 
the same price as the local cooperative? A. But that is 
something that is between the wholesaler and the retailer in 
Shat case, 

i. You say the price should be the same to the distri- 
butors. Your cooperative is a distributor, and there is 
also the local merchant and those two are competing, and 
your cooperative gets a better price to the extent of the 
rebates; and yet you say in the brief that it should be 
the same for one distributor as for another? A. On the 
basis of his actual operations. He is paying about the 
same prices as far as we can follow prices. 

Q. i do not understand that. Would there not be an 
advantage in the wholesale? On the wholesale basis there 
is a saving and that reduces the cost to the local coopera- 
tive and the price for the local cooperative must therefore 
be less than the price paid generally speaking by the local 
merehant; and notwithstanding this your brief says that the 
price to either distributor should be the same. A. From 
any one source it should. 

MR. PaRKER: I would like the witness to produce finan- 
cial stetements of the company for the last ten years. I 
understand they are being prepared. 

THE WITNESS: I have not ten years prepared. 

MR. FE-REGR: How meny years have you? 

THE WITNESS: I think I have five. 

MR. FRANCIS: That will be made available. 


WR. PaRKER:; And a couple of years pre-war. 
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THE VITNESS: This will be confidential information 
for the Commission? 

THE CHATRMAN: It will not be published. 

MR. FRANCIS: have no questions. There is. one docu- 
ment I wish to have filed through the witness. It is a 
statoment of the differential dividends paid by his company. 
It ranges from one-third of ono per cent up to six per cent. 
I wish to file that. Mr, MeEwen will furnish the financial 
St. tements and commodity statements. 

THS WITNESS: I cannot get them while you are here. 

MR. FxANCIS: You will undertake to do that? 

TH WITNESS: For five years. 

MR. FARKGR: We should have seven years. Givew a 
couple of pre-war years, 38 and 39. 


THE WITNESS: I will try to do thet. - 


The Commission thereupon adjourned to meet on Saturday, 


Maren 2rd at 10.00 a.m, 
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Saturday, . 
March 3, 1945. 


The Commission met at 10.00 a. m., Mr. Justice 


MeDougall presiding. 


MR. P.RKER: I suggest that we proceed with the 
Madawaska brief. 
MRe PR.NCIS: I an appearing for this Association 


and would call Mr. Soucy. 


H. J. SOUCY, 
General Manager, 
La Co-operative Du 
Madawaska Limitee, 
having been duly sworn, 
testified as follows: 
BY MR. FRANCIS: 
Q- You are the General Manager of this sssociation? 
ins «609 OB g 
Q- How long have you been General Manager? 
~. Since September, 1938. 
Q- How many members have you in your Association? 
isn atpproximately 1,900. 
Qe In general, what kind of issociation is it? What 
departments have you? uxe Creamery and feed store. 


Qe i understand that for the most part the members 


of your usscciation are French-speaking? ike YOS. 
Q- And you have a group of Danes? fae YOS-e 
Qe People of Danish origin? Ay YOSe 
4¢ Who prepared this brief? due 2 ee 


Q- On whose instructions? ae The Board of 


directorse 
Q «After the brief was prepared was it submitted by 


you to the Board of Directors? Ae YOBe 


9. sand has it been approved? lie YeOSs 


- 


@ , 7 : es i * = 
a telee ints 


© a 7 y “ asth 7 
~ } Phe Ate a 


‘te 


: rr Z 
) ” 64 i. - 
{ipo Siam, ees 


-4187- Mr. Soucy 


Q- Have you been authorized to appear before the 
Commission and present it on behalf of the Association? 
Ae Not authorized but obliged to, 

Q- You were instructed to do so? sie YOSe 

QY Will you read the briet? ine YOSe It reads 


as follows: 


"La Co-operative Du Madawaska Ltee -- Edmunston, N. Be 
Submission tc the Royal Comission on Co-operatives. 


"Cooperative Outline: 

"Cooperative associations have always been organized 
in view of giving services to their members. This was 
the ideal which prompted the pioneers of Rochdale in their 
venture of 1844, 

"Self-helv and protection is their main motive. No 
ecoperative is organized for profit or to evade any laws 
of the country. None is organized without first a lot of 
study, study to find out what is wrong, study to find the 
ways and means of correcting these wrongs, study to improve 
financial, intellectual and moral and social conditions 
of those interested, 

"Cooperative principles are first studied, then methods 
of organization, administration and operation of associations. 
The incentive to study, thus developed, naturally leads 
to researc for the betternent of one's conditions in life, 
be it fishing, farming or any other occupation. Study 
to better develop the natural resources at hand and in this 
the nation as a whole profits from the individual effort 


a 


of each citizen. 
"This naturally leads to improvement not only of the 
financial standing of the individual but of the nation 


and still more important the intellectual, moral and 
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social. standing is generally improved, 

"Profiteering has been prevelant in ordinary business, 
It is from this that ecoperators are trying to protect 
themselves. There has been developed a system of too many 
niddlemen betweeu the producers and the consumers. Far 
too much has been paid for ordinary services, on the 
sround that these services could be given only by expertse 
The cooperative idea is that the ordinary man can, if he 
wills to and is given a chance, provide hinself with the 
Same services at a far more reasonable price. 

“Provincial Legislation: 

"The above features were recognized by the Legislature 
of New Brunswick when it enacted laws providing for the 
organization of credit unions and other cooperative 
associations. 

"fter the passing of these laws the organization or 
credit undoes and cooperative associations went ahead at 
a rapid pace, Figures and statistics on this have been or 
will be furnished to this Commission by others better 
informed on the subject. 

"It shceuld be noted that Co-operative Acts in New 
Brunswick are under the supervision of the Department of 
ugriculture. 

"La Co-operative Du Madawaska Ltee; 

"This Association was organized in 1938 by a group 
of farmers mcst of whom were furnishing cream to an old 
creamery operated for many years by the provincial Department 
of agriculture but the property of a private company which 
had been unable to maintain same in operation. The 
Department had kept the plant in operation because the 


closing would have been a severe set-back to the dairy 
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industry in the region, 

"Farmers were beginning to realize the importance of 
this industry in comparison to lumbering which had been 
carried on for decades. They felt that +o keep their sons 
and daughters on the farm they had to make farm life more 
interesting and profitable. The progress of the dairy 
industry would lead to other imorovements which would help 
in keeping the younger generations on the farm. 

"The tarmers felt that if they took charge of this 
first service that they could later on manage to service 
themselves to advantage in other lines with the idea of 
bettering their own lot and by so doing help the country 
and the nation as 2 whole. 

"Their expectations were fully realized for the farmers 
of Madawaska now have their own grain grinding and feed 
mixing plant in addition to the creamery. They own the 
trucks which collect their cream. They own, among then, 

a warehouse with storage capacity to take in grains, feeds 
and other farm necessities in sufficient quantities to 
prevent any shortage of feeds during the winter months. 

They thereby cooperate with the Federal Government in 
relieving the railways from such ghipments during the winter 
months when all the railroads are pressed for transportation 
of war supplies, personnel and handicxupved by storms. 

"They have also assisted in the organization of a farm 
mutual which now covers a million dollars worth of farm 
property, the majority of which had no insurance beforeée 
“Legal Set-Up: 

"The legal set-up of the Co-operative du Madawaska is 
that of any other cooperative association organized under 
the N. Be Co-operative Associations Act. This is certified 


to by the attached memorandum of incorporation duly signed 
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by the Registrar of cooperatives and the Minister of 
agriculture for the province, 
"Control: 

"Control of the Association and its activities rests 
with the members who meet twice each year to receive the 
reports of the Board of Directors elected by the members. 
The members decide all questions of administration, 
operation or development presented for discussion either 
by the Board or by ths members present. 

"Up to the present the auditor of the Association 
has presented his statement to the annual meeting of the 
memberse 
"Capital Set-Up: 

"The nominal value of shares is $50. A member may 
Own as many shares as he desires but he has the right to 


only one vote no matter how many shares he may have. 


~ 


"Interest at the rate of 4 per cent is paid annually 
On paid up portion of shares, This is in accordance with 
the cooperative principle that capital shovld receive a fair 
remunerations 

"A large number of shares have been paid by deductions 
on cream cheques, others by patronage dividends when 
declared payable by a general meeting. Shares are not 
transferable unless approved by the Board of Directors. 
This is a protection against speculation. 

"Membership: 

"Membership is open to all. Any person sending cream 
te the creamery or patronizing the Association's store if 
not already a member is considered as an affiliate member 
with the right to attend meetings, and discuss at such 


meetings affairs and operations of the Association. He is 
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also given the privilege of voting. The affiliate members 
are peid patronage dividends equal to one half the rate 
naid to members, 

"Deelings with such affiliates are imposed on the 
association by ec‘rcumstances. neculiar to the region. Jn 
most oarts of the county no other creamery gives them 
the service. In regards to grains and feeds no merchant 
was equipped or seemed desirous of giving the service the 
association has now set up, especially at certain times 
of the year, in winter for instance. 

“Departments Organized: 

"As previously mentioned the Association was first 
organized as a creamery but with the view of setting up 
other needed services for the farmers. The second step 
was to organize a grain and feed store. This developed 
into a grain-grinding and feed-mixing plant. 

"Fertilizer-sales were later added with other lines of 


hevessities for the farm such as insecticides, fungicides, 


"I'rucking services were also organized for the 


collection of cream and deliveries of er 


$e) 


ins, feeds, seeds, 
fertilizers, etc., to the farms. 

"The creamery has been maintained in production twelve 
months a year, This has been the cause of quite an increase 
in butter preduction during the winter months. Not 
sufficiently large vet to take care of the local needs but 
an improvement over previous conditions. Butter production 
from November 1, 1939, to March 31, 1940, totalled 
7,851 pounds, while during the same neriod of 1943-44 it 
auounted to 23,314 pounds, 

"Butter production for the whole year has risen from 


107,000 pounds in 1937 to 158,000 in 1938 and 308,000 in 
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1944, To astein such an increase it must be apparent that 
herds have been increased, and deiser care given to these 
herds and better methods of feeding adopted. 

"It should be declared that these increeses were no% 
made to the detriment of othor ereameries. One other 
oreamery was started in Victoria County in 1939. The two 
others have also increased their production not in pro- 
portion however to the cooperative. 

“Dispositiou of Surplus: 

"Any surplus or Savings left over at the end of the year 
is distributed to members: members and affiliates. After 
the calculation of each member's business with the 
.Ssociation the amount of savings is apportioned to each 
according to the amount of business done with the association, 
not according to the amount of money paid in on shares or 
the number of shares held by 3ach member or affiliate. 

"When the allotment is made, each member and affiliate 
is credited with what belongs to him. The payment is not 
mace however at once, but is deferred until declared pay- 
able by an annual meeting of the members. At present 
the patronage dividends from 1938 to 1942 have been de- 
¢lared payable anc have been paid to members and affiliated. 
These affiliates receive a credit on share account accord= 
ing to the provision of the Co-operative Associations 
Act of N. Ba 

"On such deferred patronage dividends no interest ig 
paid. When an effiliate member has erough accumulated in 
credits and deferred dividends to cover the value cf a 
share he becomes a member entitled to the full rate of 
patronage dividends as the other members. 

"The savings made by the creamery are distributed or 


apportioned to those who have furnished cream to the creamery 
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and tne savings from the feeds store are apportioned 
to the purchasers of such merchandise. 

"The Association; as any other cooperative, does not 
operate for prorit but to give services to its members. 
Therefore it must not retain the surplus or savings of 
any ohne year's operation but it must apportion these to 
each member or patron according to the amount of business 
transacted by such member or patron. Even if the 
«Ssociation was not compelled by law its surplus would 
be allocated because it desires to follow cooperative 
principles. 

"Future Developments: 

"From time to time there has been requests from 
members for additional services to be organized by thc 
associatione The course followed will be this one: 
as capital paid in increeses, additional services will bc 
organized to mect the demand of members, which services 
Will be organized it is difficult to determine. Members 
instructions more than anything else will indicate what 
new services will be developed. It may be said however 
Shat preference will be given to such services as proved 
wore beneficial to the greatest number of members, 
"Summary ¢ 

"The Coumission has no doubt been supplied with many 
examples of financial, intellectuel and social improvements 
whe direct results of such cooperative ventures in different 
sections of the country. | 

"The poorer classes of society found out that they 
could enjoy iife a little more, by this method of self- 
help. The necessary outcome of this was that they could 
afford better homes, better health coulc be their lot, 
and also, and most important of all, a more enlightened 
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spirit, and better intellectual aad social conditions or 
living. 

“These were the improvements for which the pioneers 
of Rochdale fought, The coopsratively minded of today 
aré striving to attain the seme ends. They have a rigut 
to these things and where is the man who can deny his 
neighbour the possession or the employment of the same 
things he possesses, if his neighbour can attain them 
by his own efforts and by fair dealings. 

"One needs only to keep in mind the figures 
previously Mentioned, and a visit through the northwestern 
part of New Brunswick will convince any one of the benefits 
of such a cooperative association for a farming section. 
Better homes, larger acreage under cultivation, larger 
and better crops, increased herds, etce, one can see 
all this on a visit through Madawaska, Victoria and 
Restigouchs souneise, 

"There should be no need for dole and erants in 
communities where cooperatives have been organized and 
where they are operating properly. By raising the 
economic status of the poorer classes the Co-operatives 
ot" ae a safeguard against the spread of subversive ideas, 
for it is senerally know that the digcontented are more 
apt to succumb to such ideas and help to propagate them. 

"“Canala has tsken an important part in the development 
of cooperotives. The first credit union in America was 
organized in this country. Canada has attetned world- 
wide recognition for its methods of cooperative education, 
Why should this country of ours now destroy the good name 
SO attained by adopting legislation injurious to 


cooperatives. 
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"It was generally understood that cooperatives such 
as La Co-operative du Madawaska, Ctee., were aot subject 
to income tax by virtue of section 4 (p) of the Income 
War Tax Jct. Therefore no provisions were made for such 
taxes by La Co-cperative du Madawaska, Ltee., its 
Surplus being apportioned each year. Returns were made 
to the Inspector of Income Tax every year as requested 
but it was not until 1943 that an assessment notice was 
received for the years 1938. the year of organization to 
1941. 18 no provision has been made for an amount to cover 
such taxes it is obvious that pressing any assessment would 
place the Association in a very disadvantageous position. 

"Be it said in closing that Ganadian cooperatives are 
not striving to be completely exempted from taxation. We 
leave it to our central organization, the Co-operative 
Union of Canada, to present the wishes of cooperatives in 
this regard. 

"We may say that La Co-operative du Madewaska has paid 
in 1944 the sum of $393.30 in county and school taxes, 
Moreover the deduction at the source from salaries of its 
employees amount to over $100.00 each month. Most of 
these employees were not in the tax-paying class 
before. 

"We feel confident that the members of this Commission 
will keep in mind the best interests of the country as a 
whole and especially the interests of the poorer classes 
who make up the great mejority of the population end that co- 
Operatives and their members will be treated with justice 


and fairness," 
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Q. You have attached to your brief a nuaber of 
financial statements? A. Yes, and the by-laws and 
a copy of the charter, 

Q. These statements that are attached, are they 
in the form in which they are sent to the members cack 
year? Ae &8 given by the auditor. 

Qe These are the auditor's statements and they 

are mailed to each member? Ae They generally go out 
at the annual meeting. 


Q. But every member gets a copy of the statement? 


Q. And this is for what year? A. 1938 to 1944.6 

Q. And they tell the whole story as far as the 
figures are concerned. Ae YOSs 

Ve This company is organized under the regular 
Act? Re Yoss 


Q. And it has been operating under it ever since? 


Q. So thet the story ssens pretty complete and the 
picture pretty clear as to how you operate. There are 4 
few pages I want to ask you some questions about. Let us 
vegin at pege one. You say that cooperative associations 
have always been organized with a view to giving services %o 
their merbers. We have heard a lot about this word 
"service", Apparently all cooperatives use ite i have 
suggested before and I suggest to you that what you really 
mean by services is to find a method or doing business 
that the members can get more money for their produce 
and obtain at a lower price than they otherwise could those 
Shings that they wish to purchase. Isn't that the real 


A 


object of the associations? A. Not always. 
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Q- Well then, in some cases? fe Yese 

4° AS 8 general rule that would be so? A. Yes. 

Q- You say "Solf-help and protection is their main 
motive." That is another way of sayine that the kind of 
self-help you have in minc, and the kind of protection 
vou are thinking of, is help financiellv? I know that 
other thirgs go with it, but underlving it all is financial 
self-help? Ae Yes. 

24. You say: "No cooperative is organized for profit." 
J. have heard that before. Nor is it organized "to evade 
any laws of the country." Do you know of any buSiness that 
is organized to evade the laws of the country? 

A. Not openly, but they may be. 

Q» DO you know of any concerns that are organized to 
evade the laws of the country? Why pat yourself on the back 
and say that you don't evade the laws? Are you in any 
better position in that respect than anyone else? 

A. There is no man taday who doesn't evade some law, 

Q- Then you say that you began by studying to find 
out what is wrong. What is wrong with what? What do you 
Mean by “what is wrong"? A. One's condition financially, 
economically and intellectually. 

Q.- Is it to find out why you cantt get more for your 
produce or why you pay so much for the things that you buy? 
A. In somo cases. 

Q- Economic wrongs? A. Not always; there are 
some Other wrongs. 

Q- What other wrongs heve you in mind? A. Poor 
homes that can be made better, and better schools. 

Q- Then you say, “study to improve financial, 
intellectual and moral and social conditions of those 


interestede" Is that the order of their importance? > 
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A. Is the organizational operation of these associations 
what I mean? Ae Yess 

Q. At the bottom of the page you say: “The incentive 
to study, thus developed, naturallv leads to research 
for the betterment of one's conditions in life, be it 
fishing, farming or any other occupation" -- that is, all 
the things that cooperatives do? Ae YO@Se 

Q- Don't private concerns do the same thing? 
die YOSe 

Q- And doesn't Government agency do the same thing? 
A. YeSe 

Q» Then you say: “This naturally leads to improvement 
not only of the financial standing of the individuals but of 
the nation and still more important the intellectual, 
moral and social standing generally is improved.” And 
then you say that speculation and profiteering have been 
prevalent in ordinary business. What has that to do with 
the question of taxation? Will you explain that to us? 
Those are strong words. 

THE CHAIRMAN: “Profiteering"® is the only word left; 
"speculation" has teen struck out of the brief. 

BY MR. PARKER: 

Q- What do you mean by profiteering? A. Excessive 
profitse 

Q. <A profiteer is anyone who wants a profit. That is 
the literal meaning of it, one who seeks profits. 
ae Not exactly; reasonable profits are all right. 

Y. And who is the judge of whet is reasonable? 
&- It is hard to say who is to be. 

Q- I should think so. Some people somewhere have been 


taking too much? A&A. We have examples of that. 
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Y. Can you give us a few? ae Take spray lime, 

That is used for spraying potatoes, Spray lime costs 
$12.60 a ton, 

Y Where? 3, At Edmunston, any time, today or to- 
morrow -= well, not ta@morrow; that is Sunday. 

4. That is the price charged by cooperatives? 

42 No, by the wholesaler, and that has been retailed in 
Edmunstcn at 70 cents a package, that is over 100 per cont 
profit. I consider that excessive. 

Q Do you take into consideration all the factors? 
ie The cooperative is selling the same at 45 cents a packet 
and making money. 

Qe They are not paying taxese Might not that account 
for some of the additional spread? A. AG mMieht, but ZT 
don't think it does, because the margin is too wide. 

\. hen you can go on in the last paragraph to elaborate 
that somewhat, dealing with the middleman. When middiemen 
are in business they are entitled to some fee for their | 
services, are they not? 4. Certainly. 

Q- «and the object of the producer is to add that 
amount that the middleman gets to what they get. It merely 
shifts it from one to the other. Isn't that what it amounts 
to? Ae Yes. 

Q- You think that is a fairer way? s&s. Yes. 

Qe Come to page two. You speak about the progress 
they made efter passing certain laws. Ycu say: “Figures and 
statistics on this have been or will be furnished to this 
Commission by others better informed on the subject." Who 
is better informed on thet than your Association and where do 
you expect we shall get that information? Ae That informaticr 
was given yesterday by Mr. Keohan, the Registrar and 


Inspector of Cooperatives. 
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Y% That is what you mean by that? A. Yese 

% This Company of yours had its origin in the 
concern being operated under the provincial Department of 
agriculture and it carried on for many years before the 
uwssociation was organized, so that the Company was built 
on the foundations laid by the Department? Ae YOSe 

Q- «and it was in fairly good shape when you started -- 
the general situation? ie Yos, the situation had improved. 

Y% «and it was easier for this cooperative to get under 
way by reason of the preliminary work done by the Department 
than it would have been in a community where no such work 
had been done. Is that a fair statement? You say the 
private company had been unable to maintain it. What do 
you mean by that? fi. It must have been so because the 
Department of Agriculture had to take it over and keep it in 
operatione 

Qe How do you know they had to? Ae They did. 

.e Perhaps they wanted to. Who forced them to take 
it over? i.e I don't care; I am not in the Government. 

Q- Why were they forced to take it over? 
ae TO keep it in operation. 

Q- You say they felt they had to make farm life more 
interesting and profitable. That is a dangerous word for 
cooperatives to use, isn’t it? Ae Not entirely from the 
farm point of view. 

Y Farmers want to make profits as much as anyone 
3lse, and they are entitled to it. &. Sure. 

Qe i&nd they work for profit? &. They are human 
like anyone else. 

Y You say: "The farmers felt that if they took charge 
of this first service they could later on manage to service 


themselves to advantage in other lines with the idea of 
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bettering their own lot and by so doing help the county 


and the nation as a whole." Do ycu mean bettering their 
own lot financially? ise YOSe 

% Other things go with that. but that is the object, 
and that applies to all of us. Personally, if my income 
soes up a little I feel I am getting on a little better, 
and that is common to human beings everywhere. fie YOCS-~ 

Qe Come to the other departments that you have 
mentionede Are they organized under separate companies 
or are they various departments of one? A. Various 
departments of the Association. 

Q- And in operating these various departments do 
you keep each department's accounts separately so that 
you can tell which departments are paying and the depart- 
ments that are not, or are they all merged into one general 
business? A. As far as capital is concerned, as far 
as expenses and revenues are concerned, it is separate. 

Q- The total sales of each department are kept 
separately, and the overhead and all that sort of thing 
is properly apportioned between the several departments 
in order to see how each department comes out at the end of 
the year? A. Yes. 

Qe And your returns or dividends are paid back to the 
people who deal in these particular departments and shared 
in proportion Es the way in which each department comes out? 
Aw Yes. 

Qe They are not separate companies? A. No. 

Q- On page three there are some things I wish to ask 
you_aboute A word about farm mutuals. Have you your 
property insured in one of these farm mutuals? A. No. 

I am Secretary-Treasurer of a farm mutual and four 


directors of the cooperative are directors of the mutual 
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Q- Do you keep your property insured in this 
Association? Ae No. It can't be insured in mutuals 
because mutuals can't cover commercial risk. 

Q- If you became a member of a mutual? Ae It 
can't. 

% You say that control of the Association and its 
activities rests with the members. In distributing 
surpluses at the end of the year who makes the decision -- 
the members at the annual meeting or the Board of Directors? 
A. The Board of Directors, but it must be passed by the 
memberSe 

Qe Prewimane a tentative apportionment and it is 
submitted at the annual mecting to have it approved or 
rejected or amended? ieee 6-52 

Q. What has been your experience of the attendance 
at annual meetings. How many do you get? You have 1,900 
members? die” YOSs 

Q.- What would be the average attendance? «A. Between 
200 and 300 members. 

Q» The rest don't very often attend? &.e One year 
maybe one part will attend. 

Qe Is it pretty much the same group that attends each 
year generally speaking? A. Not the whole 1,900. 

Q. There are many who never attend? ae No. 

Q. The same as there are many people who never vote 
in this country. How much share capital have you? I dare 
say it is shown in the annual statement, but you can tell 
us. What is the subscribed paid-up capital? 

A. Sixty thousand or a little over. That is paid in. 

Q. And there are certain other shares partly paid 
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Q- How much cash on hand have you from these hates 
partly paid for, approximately? A. Paid on account of 
shares? 

Q- Yese Ae Possibly ten thousand. 

Q- Those shares that are partly paid for are shares 
which have been allotted to members or rather the people 
doing business with the Company who have not yet become 
members and out of their share of surpluses that have been 
credited with something on account of shares? A. Not 
ali of it, some of it. 

Qe And some of it represents people who asked for 
shares and only paid part? Ae Yess 

Q- I understand from your brief that those people 
who are not members but who have delivered cream to this 
creamery because there is peeey else to deliver it are 
affiliate members? A. Yese 

Qe And deductions are made from their cream cheques 
and applied on share capital purchases? Ae Not on cream 
chequese 

Qe Or on milk, or what? A. On the patronage 
dividend. 

Q. What would be coming to them in patronage dividends? 
Ae The different cream shippers have worked for shares 
and we keep a dollar from cream cheques on account of shares 
until it is paid. 

Q- What do you get, milk or cream? A. Cream. 

Q. Do some people send cream who are not shareholders 
when they begin shipping? A. Yese 

9. At the end of the month, or whenever the cheque 
goes out to them, do you hold a little back and apply it to 


the purchase of shares? Ae No, we send the full amount. 
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2+ How do they ultimately become members? 
ie By the credit. 

Q Of the patronage dividend? Ae YO@Se 

Q+ So that at the end of the year instead of sending 
them their patronage dividend that amount is applied to the 
Share? Ae YeSe 

Q- What is the amount of the share? A. 450. 

2%» So that patronage dividends are withheld until he 
has a credit of $50? A. Yes. 

Q- How long does that take? A. Five or six yearSe 

Qe During that five or six years while he is 
accumulating the $50 he attends meetings? A. Yes, if he 
wants t0e 

Qe And it is during that period while his share is 
being paid for that he is designated an affiliate member? 
Ae YeSe 


Q- and having completed that he becomes a full member? 


Q- «And a share is allotted and sent to him? 


Q- Does he sign an application form to become a 
member? A. Not necessarily. 
Q. I don't care whether necessarily or otherwise, but 
is there any application form that he is invited to sign, 
as a matter of fact, asking to become a member? 
«te Yes, we have an application form. 
Q. Have you a copy? fue NOw 
Q- i1t is a printed form? Ae YOCSe 
Q- "I hereby apply for membership": Is it anything like 
that? Ae No; it is more in the form of a note, It is a 


combined application and note form, 


ike ie 


Lt ae 
noe nia) is 
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2+ He sort of applies for a share and permission to 
pay for it? Ae Yose | 

% Through this method of deduction?, Ae YOSe 

%- When does he ask to sign that -- when he makes his 
first shipment or when you send a notice that he has a 
credit at the end of the year, or not until the amount is 
credited? Ai. As far as patrons are concerned, we have 
never canvassed. 

Q» But I am asking when he Signs this combined 
application and note form that you speak of. Is it when he 
delivers his first shipment or at the end of the first year 
or when you send notice, or at the end of three, four or 
five years after he is eredited with $50 that he signs 
this document? Or does he sign it at all? Ae He does not 
Sign it at all, and when he is a full-fledged member he is 
sent the certificate. 

2%. He becomes a member by reason of doing business with 
the Company, by reason of the decision of the directors, 
after he has paid for the share and the share’ is sent him? 
lie YOSe 

Q- Well, who is it that signs that form? What is that 
form used for? A. I don't get what you mean. 

Y% jQThis printed form which you say is a combined 
application for membership and a sort of promissory note 
to pay for the shares -- some people must Sign that? 

What kind of people are they? A. Mostly farmers, 

j4- At what stage -- when they begin shipping, after 
they have shipped for a period, or do all shareholders Sign? 
Ae No. 

Y What people do, what type of member signs? 


A. Parties who come into the store. 


atin. 
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% Perhaps you are thinking of people who buy things 
from the store and do not Ship cream. Are those the 
people who sign this? i.e No. 

2. Who does? 4. Both kinds of patrons, those 
who furnish cream and those who have dealings with the 
store. 

Q- At what time do they sign it? Suppose I move 
into that community tomorrow. I look over the situation 
and if I buy cream at the store and put in my first week's 
order for groceries or whatever it happens to be, I am 
not a member when I walk out? Ae No. 

% I have not signed anything. You will sell me goods 
the same as anybody else. How do I become a member? Tell 
me how I become a member. A. You bdvecome a member by 
getting patronage dividends. 

Q. When? &. At the end of the year. 

4. Suppose I have done business enough so that my 
patronage dividend, when it is worked out, comes to $15 and 
I get a notice from the office that I have that credit, I do 
not actually get money? Ae No. 
}. I get a notice that you have $15 for me and what do 
I do? fie You keep doing the same thing. 
9. For three or four years and then I have a credit of 
$50? ie Yes, and then you get a certificate as a member. 

4. And owner of a share? A. .YeS. 

Q- Up until that time I have been invited to sign an 
application or have I been asked to become a member or am 
I made a member whether I want to or not, automatically? 

&. You may have been. 

9. Perhaps in some cases I may have signed up the first 

day I walked in. But suppose I am one of the fellows who 


don't want to sign anything. What happens to me? I just 
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become a member as a result of dealing with the store with- 
out being asked to become a member?. A. We consider 
everyone free. If they want to come in, okay; if they don't 
want to they will keep on doing business the way they did 
before, that is, without becoming a member. 

Q. Suppose at the end of two or three years I have 
~oO and I walk in some day and say I want that $50; I am 
not interested in the cooperative and I don't wish to be- 
come a member; I don't want a share of stock but I want my 
yoO. What happens? 

MR. FRiNCIS: Mr. Chairman, I can save time -- 

MR. PARKER: I don't want to be interrupted. 

THE CHAIRMAN: Let the witness answer. I think he can 
answer that question. 

BY MR. PARKER: 

y. What happens? A. What will happen is that this 
request will be presented to the Board of Directors and if 
approved he will eet his $50. 

Q. It will be put to the Board of Directors and the 
Board might say, “No; send him a share.” What is the 
principle of the thing? What is the individual's right? 
Can he demand his rights? If the directors said, “We 
are not going to give you the $50, we will give you a share 
and that is all", what happens? Has that sometimes 
happened? Ae Now 

MR. FRANCIS: I thought I could save time by reading 
into the record Section 36, subsection 4 of the Co- 
operative associations act of the province of New Brunswick, 
Chapter 67 of the Revised Statutes: "The amount apportioned 
to any nonemember in the preceding subsection 3 shall not 
de paid to him but shall be credited to him on the books of 


the association towards the payment of a share in the 
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Association, and when the amount so credited to a non- 
member amounts to the full par value of his share in the 
association, the share shall be allotted to; such non- 
member, who shall thereupon become a member of the 
ASsSociation. Any surplus to his credit over and above 
the par value of the share so allotted to him shall be 
paid to such non-member." That is a matter of law. 

THE GHAITRMAN: I suppose this organization cannot deal 
with non-members? There is no such thing. 

MR. PARKER: That is the whole point. 

TiE CHAIRMAN: He is an affiliate member from the 
moment he makes the purchase, so that having regard to 
Section 4 (p) they cannot deal with non-members in this 

organization. There is no such thing. 

MR. FRANCIS: “Affiliate” member is a local term. 

THE CHATRMAN: The affiliate member votes. 

MR. FRINCIS: It is an unusual situation. 

THE CHAIRMAN: It is, from what we have seen elsewhere. 

MR. FRANCIS: The point I want to make is that the - 
inference was left that it was a matter of discretion on 
the part of the Board as to the issue of the share. It is 
not at all; it is a matter of law. 

MR. PARKER: I assumed that the General Manager had 
read the by-laws but apparently he is not familiar with 
them. 

BY MR. ..RNASON: 
2% Before leaving the question of affiliate members, 
is an affiliate member permitted to become a director? 
Ae Noe 
BY MR. P.:RKER: 
Q Is that provided in the by-laws or is it a matter of 


practice? i.e That is provided in the laws. 
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24% We have dealt with the man who deals with is ptokes 
Does the same apply to the man who does not buy from the 
store who wants to send cream to the creamery? ie Exactly 
the samee 

2 <I assume you will agree with this suggestion, that 
it is impossible to carry on successfully an organization 
such as yours without some share capital?. A. I don't 
think it would be. 

Q. How would you carry on if you had no share capital? 
How would you start in the first place? ii. We would have 
to work within the area, I suppose. 

Qe That does not make a very solid foundation for 
business in these competitive days. «A little cash helps 
OU. There would be no other way unless you went to a 
loaning institution and borrowed money and no association 
would get that without guarantee? Ae Exactly. 

BY MR. ARNASON: 

je Suppose you. did not have share capital, do you think 
it would be practicable for your Association to borrow 
through what might be termed loan units -- loan capital which 
every member would be required to subscribe to at the time 
of membership? He would be required to maintain that loan 
in the Association as long as he was a member. 

THE CHaITRMAN: You might buy a shoe string. 

MR. PARKER: Yes; they are very useful in their place. 
What I am getting at however is that unless you have share 
capital or borrow money to get started you will never get 
started? 

THE WITNESS: Certainly not. 

BY MR. PARKER: 
Ye And having got started, you have to have a reasonable 


amount of capital if you are to carry on the business in a 
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sensible way? At’ I68- 

de That capital, where share capital or loan capital 
under the loan unit scheme which Mr. Commissioner Arnason 
has referred to, or whether it is an ordinary straight loan 
from the bank or anywhere else, is Necessary. You agree 
that capital, without which a business cannot operate, is 
entitled to a fair return? Ae Yes. 

te BY way of dividend or interest? A. Yes. 

Ye And there might be different opinions as to what 
a fair return would be? i. TG8 6 

Ye That would depend on how vital the capital was as 

compared with labour, materials and other factors that enter 
into & prosperous business? A. Yes, 

Ye You mention at the bottom of the page that these 
shares are not transferable unless approved by the Board of 
Directors. That is the same thing as happens in an ordinary 
company -=- or are you familiar with the operations of 
ordinary companies? 4. No. Pardon me, I'm not saying 
i*m not familiar; it is not the same thing. 

4¢ How are shares in a company transferred? 

a | They may be transferred any way, by buying them over the 
countere 

Ye Don't they have to be transferred on the books of 

the company? A. Yes; but these shares of the co- 
operative can't be bought anywhere else. There is no tran- 
saction that can Ras place about them without the consent of 
the Board, as a protection to the farmers, 

Qe «and you say that is a protection against 
Speculation. What do you mean by that? AS” Te Te not 
bought up in a few hands. 

Ye at the top of page four you have reference to the 


affiliate member. What I do not understand is the justice of 
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giving the affiliate member only one-half of the rate of 
the full member. Is not his cream as valuable and does it 
not contribute as much to the success of the business? Why 
should there be a distinction? What principle of justice 
or fairness or equity is there in that? A. He might take 
it as an incentive to become a member, 

Y% <Is it an indirect way of building up membership? 

Ae YCSe 

4% Do you think that is a completely voluntary method 
of procedure? A. We dontt force them to do it. 
They are free. 

Je There is no physical force but the compulsion is 
pretty powerful nevertheless. You say: “Dealings with such 
affiliates are imposed on the Association by circumstances 
peculiar to the region.” What are those peculiar circum- 
stances? Is it because there is no one else in the vicinity 
to take their produce or supply their requirements? 
fis YOGe 

Ye Isn't it rather taking an advantage of these people 
to say, "We won't refuse to deal with you but we will only 
deal itn you on terms that put you in a worse position 
than those who come voluntarily and cooperate with us.” 

It does not seem fair to me. A. We leave them free. 

THE CHAIRMAN: The answer, I should think, is that 

there has not been any investment up to that point. 
BY MR. PARKER: 

Je Is that the answer? Whatever the reason, I am 
suggesting that in the result there is discrimination against 
the man in the community who cannot do business anywhere 
else and who is forced to do business with this cooperative- 


He does it on a basis which is not financially as good to 
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him as it is to others, 

THE CHAIRMAN: I am not the witness, but I could 
answer that one too. 

BY MR. PARKER: 

Je That is what we are looking for. inyway, that is 
what you have in mind when you say that there is no other 
centre in which they can dispose of their cream? A. Yes, 

Ye You have dealt with the Separate departments. 
at the bottom of page four you give figures showing the 
increase in butter production from 107,000 pounds in 1937 
to 158,000 pounds in 1938 and in 1944 i¢ was 308,000, about 
double what it was in 1938. Are you suggesting that this 
increase is due to the good offices of the cooperative 
society? f.. Mostly. 

% Do you not give a considerable portion of the 
credit to war conditions ané all that goes with that? 
ae Some. 

Qe Do you not give a ereat deal of credit to that? 
dso Not in our section. 

de How is it that war conditions do not affect your 
section as they do others -- or ig your section peculiar 
in that respect? A. Butter production in our region 
was 308,000 pounds in 1944 anda taking the seventeen 
communities, they should be producing over 5,000,000 pounds 
of butter each year. The dairy industry started ten years 
1ZO« 

de What I am asking you is whether that increase from 
the year 1938 to 1944 was not largely due to general war 
conditions? If you say it is not due to that cause, then 
that is your view. a. Between 1937 and 1938 there was no 


war On and the increase was 50 per cent. 
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Ye I am not suggesting that the cooperative has not 
Seen responsible for part of the increase but I am trying 
to get a fair division in apportioning the credit. I am 
not seeking to take any credit away from the cooperatives, 
neither do I want you, after you think it over, to minimize 

the results that flowed from the war conditions. Let us be 
fair about it. You still think that only a small pro=- 
portion of the good result is due to war conditions? 
ie I can't say the exact percentage. 

je «aS a matter of fact, isn't it a large part of it? 

4» Large or small, it all comes down to a percentage basis. 
jd» Fut it on a percentage basis then. ae I admit 
there is some portion of it due to that cause. 

% Would you go to this extent with me, that the war 
conditions helped your plant just as much as it helped the 
non-cooperatives? ie Certainly. 

Ye «and they increased a great deal too although not 
as much as yours? Ae YOS. 

Ye On the next page you consider it important to 
announce that “these increases were not made to the detriment 
of other creameries." Did anyone ever suggest that they 
were? Why do you feel called upon to say that? Is there 
any point in it, or is it something that is thrown in for 
sood measure? However, if you don't care to answer the 
question you need not. Ae No. 

Ye You don't care to answer it? ie No. 

MRe FRANCIS: He answered it in the brief. 

BY MR. P.iRKER: 

Ye If he does not care to answer it I do not intend to 
press ite Now we have talked about the allotment of shares. 
At the bottom of page five you say that the Association 
does not operate for profit but to give services to its 


memberse You operate in order to assist your members 
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financially, both in what they sell and in what they buy. 
That scems to be reasonable? 4. Service is the main 
MOotivce 

Ye Is not the main motive to get more for what you 
have to sell and to pay less for what you have to buy? 
se The financial gain is secondary. 

Ye Financial betterment is secondary? Do you say 
that seriously?. iif In some cases, yes. 

je But in most cases? In your case, in the case of 
this Association that you represent, what do you gay to that? 
Speak of your Association, the one that you knowe 
i. I don't get that question. 

Ye Dealing with the Madawaska Association, on whose 
behalf you are here today, and knowing the miami 5 as you 
do, do you not think their primary purpose and motive is 
so to operate and carry on their business that they can 
get more money's worth for what they have to sell, and to 
buy at a cheaper price those things that they wish to 
obtain? Isn't that the core and centre and the very 
reason of existence of these cooperatives? Ae No. 

fen LE.18. not? Ae. Not entirely. 

je Neither is it so in regard to other people, 
entirelye But isn't it the central and primary purpose of 
all business? You have made a considerable study of co- 
operative principles and I take it you are reasonably 
familiar with them, from the days of the Rochdale pioneers? 
Ae Somee 

Je I am not suggesting that you are an expert, but 
you are reasonably familiar with them? ike YOCSe 

¥% The way this Association operates, these patronage 


dividends, worked out at the end of the year, are not paid 


immediately? ae Noe 
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de I believe you hold them back for two years? 
ie §=YOSe 

¥ Has that been your policy since 1938, to keep two 
years behind, so to speak? i. The first payment was made 
in 1940, covering dividends for 1938. 

ye «and 1941 for 1939, and so on? Ae The balance 
of 1938 was paid in 1939. 

Je It is a sort of two-year plan? fue YOSe 

je That is how you get your working capital? 
ue §=YOSe 

Je You borrow occasionally from the banks at certain 
seasons of the‘year? ike YO@Beo 

je Have you thought at all of this matter of tax- 
ation in preparing this brief? All our discussion leads 
up to the question of taxation. With reference to these 
dividends that you merely allot, I suppose books are kept 
so as to show what is to the credit of each member? 
ise YOSe 

}. What are your ideas as to whether these items are 
taxable under the Income Tax Act? Why should not a co-= 
operative pay income tax in respect of these? &. Because 
these moneys are the property of the members. It is a 
debt that the Association has towards its members. 

jel might owe many debts, but if I earn an income 
the Income Tax Authorities make me pay my income tax 
quite regardless of those debts that I have to pay. On 
what ground do you say that this money held back should not 
be taxable in the hands of the cooperative? Is it because 
they are not in fact profits in your view or is it because 
of the exemption given under 4 (p)? aA. We consider them 


sayings which are rebated to the members. 
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}e Are you familiar with section 4 (p)? A. A little 
bit, yess 

J» Do you say that this Association should not pay 
taxes in respect of these two-year hold-backs by reason 
of exemption given you by Statute or by reason of the 
fact that they are not profits that belong to the co- 
operative? Do you see the point of the question? 

Ae They are not profits. They are something that belongs 
to the members. 

je And therefore you do not require the assistance of 
section 4 (p) so that you will be relieved from taxes? 

Ae I don't get that. 

je If you don't understand the question I will not 
bother you with it. One more question. On page six in 
the middle of the page you say: "The poorer classes of 
society found out that they could enjoy life a little more 
by this method of self-help.” Do you suggest that the 
middle classes or even the well-to-do would have the same 
experience if they organized the same way? A. Oh yese 

ye It is not a method particularly applicable to the 
poorer classes; it just happens that they are the ones as 
a rule that are engaged in this business? A. They 
needed it more. 

Je You say: "They have a right to these things and 
where is the man who can deny his neighbour the possession 
or the enjoyment of the same things he possesses?" I put 
that same idea to you from this standpoint: Why should 
anyone want to see his neighbours pay taxes and he himself 
eo free from taxation? Where is the man who would want 
that? Is there such anywhere? 

MR. FRANCIS: On the last page the witness says: "We 


leave it to our central organization, the Co-operative 
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Union of Canada, to present the wishes of cooperatives 
in this regard." 

THE CHAIRMAN: That is a matter of argument in any 
evente It is a matter of the point of view of each 
particular citizen. 

WRe PARKER: Is he speaking as an individual citizen 
in the brief? 

THE CHAIRMAN: That question will be answered in the 
argument. 

MRe FR.NCIS: He specifically states that his directors 
leave it to their leaders. 

MRe PLKKER: Hasn't this issociation any views on this 
matter at all? 

THE WITNESS: .On what matter? 

MR. PaRKER: On the matter my learned friend just re- 
ferred to. 

THE CHAaLRMAN: He states that the brief of the Co- 
operative Union of Canada will cover the point on which 
you are questioning him. 

MR. PARKER: I do not know why he says that. 

MRe FR.NCIS: I referred to the second last paragraph 
on page seven. 

MR. P.RKER: That is what I am talking about here. 

He asks a rhetorical guestion: “Where is the man who can 
deny his neighbour" and so on, and I ask him, where is the 
man who wants to see his neighbour pay taxes while he 
himself goes free? If it is an improper quéstion I will 
not press it for the moment. 

THE CHAaTRM.N: I would sustain an objection to the 
question if we were in court, Mr. Parker. 


WR. P.RKER: Then I consider the question to have been 
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objected to and I withdraw it. 

je On page seven you say: "Canada has attained 
world-wide recognition for its methods of cooperative 
education. Why should this country of ours now destroy 
the good. name so attained by adopting legislation injurious 
to cooperatives?” TI have two questions with reference to 
that statement. Do you suggest that anyone wants to 
destroy Canada's good name and, if so, who are they? To 
whom are you referring there -- some imaginery person 
or some real person? a6 I don't get that question. 

Je I show it to you in your own brief. There is the 
sentence to which I call your attention: "Canada has 
attained world-wide recognition for its methods of co= 
operative education. Why should this country of ours now 
destroy the good name so attained", and so on. Is there 
anybody advocating the destruction of the good name of 
this country of ours? iw Not that I know of. 

je Do you know anybody who is advocating injurious 
legislation? A. Injurious legislation to cooperatives, 
VESe 

}e What are they advocating that is injurious? 
a1. Taxation. 

je That would be injurious to cooperatives? 
fas YeSe 

Ye «wny more so than heavy taxation is injurious to 
“ordinary business? Isn't such taxation injurious to 
business? i. If taxes are excessive they will be 
injuriouse 

Je Well, they are pretty excessive now. Excessive 
perhaps is not the word, but they are pretty heavy? 
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Q- «and aren't they heavy enough so that they are 


‘quite injurious? 4e That is beyond my knowledge. 


BY MR. FRANCIS: 

Qe Will you refer to page three of the brief at the 
top of the page. My learned friena referred to mutual 
insurance companies. The paragraph to which I call your 
attention states: "They have also assisted in the 
organization of a farm mutual which now covers a million 
dollars worth of farm property, the majority of which 
had no insurance before," Since you have assisted in 
Organizing this farm mutual I assume you know something 
of the conditions. What were the rates paid, what was 
the coverage on farm buildings, prior to the organization 
of the mutual? A. All the way from $30 to over $40. 

2» Per thousand? A. Per thousand for three years. 

Q- «and since the mutual was formed what is the rate’ 
4. A note signed for $30 and cash payment of $10. 

Qe «and to your knowledge has anyone had to pay anything 
On any note? fig Ts 

Ye «and does the $10 that has been paid cover the risk? 
ase Morea 

2. nd allow for a surplus? A. Yes. 

Y So that you feel your efforts in organizing the 
farm mutual were justified? ine YESe 

%. With regard to the suggestion of my learned friend 
that your association was unfair in paying less on patronage 
dividends to non-members than to members, may I direct 
attention first of all to the law of New Brunswick and next 
to the by-laws. Referring to Section 36 of the New 
Brunswick Co-operative Associations Act, subsection 3, the 
latter part of the section, about the ninth line, states 


that if it is not provided by the by-laws then at the 


Wi ce 4 3 


es 


pra’ see a tah nae! Oo 
Sebihuey St Menger, Me Ais 
eee | ; ea 


ae 
mt 
2 
aa 
- 
ia 
oot 
ry. 


be 


B=-91 


~4220- f Mr. Soucy 


discretion of the directors the rate applied to the wlumo 
or business done by the non-member may be less than the 
rate, but not less than one half of the rate, applied to 
the volume of business transacted with members, 

THE CHAIRMAN: Is that applicable? 

MRe FRANCIS: Yes; it is the law. 

THE CHAIRMAN: Is that applicable to a man who gets 
4 vote? He is a member? 

MR. FRANCIS: Yes, my Lord, 

THE CHATRMAN: You are Speaking of non-members there, 
This is a member; he must be a member. 

MRe FRANCIS: Section 15, my Lord, says that every 
Shareholder shall be a member of the Association and no 
person who is not a shareholder can be a member, 

THE CHAIRMAN: How can some one vote if he is not a 
member? 

MR. FRANCIS: That is by grace and not by right. The 
law says that no person who is not a shareholder can be a 
member. So that this is a legal term that they use. 

THE CHAIRM’N: It is a very important legal term. 

If he can vote at meetings he can decide the policy of the 
association. 

MR. FRANCIS: That ig ture, and it is very unusual, 
but it shows the way they treat their patrons. 

MR. PARKER: It does not Say they must do it. They 
can pay the full rate if they want to, 

BY MR. FRANCIS: 

24° I refer ti page five of the Supplementary material 
in which you set out the Supplementary by-laws of La 
Co-operative du.Madawaska Limitee, No. 2: “No shares in 
the capital stock of this Association shall be allotted 


until 10 per cent of the par value thereof has been paid in 
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by the applicant to the treasury of the Association." 


Is that right? fie Yes. 


4« What is the par value of one of your shares? 


ae Go that it is necessary for a person to pay your 


association as a contribution to capital the sum of $5 , 


and when he does that he is entitled to full patronage 


dividend? Ae Y¥OS 


je That is the obligation you impose upon him before 


you give him -- A. Full right of patronage. 
MRe PARKER: Only $5? 
MR. FRANCIS: Yes, 
THE CHATRMAN: Are you making Mr. Soucy say 
observing the by-laws or the law? 
MR. FRANCIS: This is where they apply for 
THE ClisTRMiN: He does not need to do that. 


cream and he becomes a member, 


he is not 


Shares. 


He supplies 


MR. FRANCIS: There are two methods. According to one 


he automatically becomes a shareholder under Section 4. 


According to the other method, under the by-law he signs 


an application. The application goes to the directors and 


he pays $5. 


THE CHaIRMAN: Where do you find in the Statutes the 


right, by supplying cream, to become an affiliate member? 


I have not read it- yet. 
MR. FR.NCIS: Under subsection 4 of Section 
THE CHaIRMAN: With the full right to vote? 
MR. FRANCIS: Yes, absolutely. 
THE CHAIRM\N: I will read the by-laws. 


MR. FRANCIS: It is subsection 4 of Section 


56 6 


36, which 


Says that the amount apportioned to any non-member -- 
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THE CHAIRMAN: That is just it. 

MRe FRANCIS: But Section 13 states that no person who 
is not a shareholder can be a member; therefore he is a 
non-member until he becomes a shareholder. 

TiS CHAIRMAN: That is a fine lawyer's argument. 

MR. FRANCIS: Subsection 4 of Section 36 states: 
"The amount apportioned to any non-member under the preced- 
ing subsection 3 shall not be paid to him but shall be 
credited to him on the books of the Association towards 
the payment of a share in the Association, and when the 
amount SO credited to a non-member under Section 15 amounts 
to the full par value of a share in the Association the 
share shell be allotted to such non-member, who shall 
thereupon become a member of the Association." That is the 
law of New Brunswick. The point I wish to make therefore 
is this. Do you regard my learned friend's suggestion 
of unfairness as reasonable in view of the fact that, by 
the payment of $5, one of your patrons or a person who 
wants to become a member can become a member of your 
association? 

THE “WITNESS: No. 

BY MR. FRANCIS: 

Ve What is your staff? How many have you? 

a. <All the way from 30 to 40, 
BY MR. ELLIOTT: 

q- In what year was the fire mutual organized? 
de In 1941, 

% Will you tell us what percentage of business you do 


with your fellow-members -- roughly: speaking? 


me about 50 per cent, I imagine. 
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BY MR. ARNASON: 

Ye In view of your last answer to Professor Elliott, 
was that the reason why you were assessed for income tax, 
%O which reference is made on page seven of the brief. 

Was it on the ground that you did more than 20 per cent of 
your business with non-members or was there some other 
teagon? Do you recall that? A. The reason given by 
the inspector was the fact that we were processing cream 
into butter and grinding grains and manufacturing them into 
feeds and we were not considered cooperatives. 

%- Was that subsequently rescinded? Ae No; it has 
been finalized. 

THE CHAIRMAN: Is the word affiliate used in the by- 
law? 

MRe FR.NCIS: No. It is not used in any Statute or 
by-law that I can find. 

MRe PARKER: Is there anything in the Co-oporntive 
associations Act or the by-laws of which you are aware --=- 
if you cannot answer this, Counsel can -- which makes it 
compulsory for you to pay only half the rate? Is it not 
perfectly free and open to the members if they see fit to 
pay the non-members or affiliate members the same rate as 
you pay the full member? 

THE CHAIRMAN: It is that unfortunate word affiliate 
that spoils the picture. Mr. Francis says they are non- 
members until they become members and that is perfectly 
logical; but then the word affiliate comes in. 

MR. FR«zNCIS: It is a local term. 

MR. PARKER: The next case is that of the Sussex 


Cheese and Butter Company Limited. The situation is this, 
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Some time ago a lengthy bricf was filed with the Commission 
and it was expected that certain parties would appear in 
support of it, but I understand that, for reasons which 
need not be gone into now, Mr. Francis has control of the 
presentation, and some portions of the brief as originally 
filed need amendment in order to make the case completee 
I suggest, if it meets the views of the Commission, that 
perhaps he can state in narrative form what portions of 
the brief he adopts or what portions can be deleted, and add 
any additional material he may see fite 
THE CiL.IRMZN: Is the brief ready for presentation? 
MRe FRANCIS: I thank my learned friend for the 

suggestion. It can be called and no one will suffer. We 
propose to ask that a good deal of this be withdrawn, and 
then we intend to call a qualified witness to give the 
actual situation. I have given a great deal of consider- 
ation to the advisability of making application for post- 
.onement of this case to Ottawa but the situation is such 
that the witnesses would not be available there without 
ereat hardship. 

GEORGE B. WHALEN, 

Director, 

The Sussex Cheese and 

Butter Company Limited, 


having been duly sworn, 
testified as follows: 


Je You are a farmer? iin YOSe 
}e «and you operate a large dairy farm? Ae Y@Se 
je You were for eight years .ssistant Dairy Super- 
intendent of the province of N ew Brunswick? jie YOSe 


Je ind for several years you overated creameries? 
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Ye You are very familiar with the dairy industry? 
ive YOCSe 

Ye I would like to file first of all. a certified 
copy of the resolution. This resolution wags Signed by the 
President and Secretary of your Association. Is this a true 
copy of the resolution passed at that meeting? 
ise YOSe 

Y How many directors have you? de Ten. 

Ye How many were at the meeting? fi. Seven, 

THE CHaTRMAN: Is Mr. Whalen an official of the 
Sussex Cheese and Butter Company? 

MR. FRANCIS: Yes. 

THE CHATRMAN: You have not brought that out yet. 

BY MR. FRANCIS: 

Ye You are a director of this Company? fi. YOS. 

Ye «and you were present when the resolution was 
passed? Ae Yes. 

Ye There are ten directors? A. Y@Ss 

Ye uy direct your attention to the lower part of the 
resolution: "Be it further resolved." Under sub- 
heading 1, when the arrangement referred to there was made 
did you have ga solicitor acting for you or your association? 
ii. Not at that time. 

MRe FRANCIS: I would like to read a very small portion 
of the material. Although the brief is forty-five pages 
in length, a great deal of it is meterial set out at 
considerable length in the New Brunswick legislation, no doubt 
with a view to having it easily accessible to the Commission. 
It is not necessary to read more than one or two sections. 
It appears at first glance to be a long brief but a great, 


deal of it is reference materiel. I think I should comply 
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with the instructions contained in the resolution to 

have all the submissions contained from page 42 to 45, 
with the exception of No. 4 struck out. I would sub- 
stitute "respectfully" for “respectively" in the last 
line. Then referring to page four, I would read all the 
part up to the middle of the page and simply say that 

in October 1898 the company was incorporated. Referring 
back to page three near the bottom of the page I would 
read the paragraph beginning: "The corporate name of the 
association” and continuing I proceed to the bottom of 


page six of the brief. I suggest that the material on 


co) 


page cight stand but be not read. Pages nine, ten and 
eleven and twelve are irrelevant. It is not necessary to 
read them. The same applies to thirteen, fourteen, 
fifteen, sixteen, seventcen, seventeen A and seventeen B. 
Starting at page sighteen there is a very interesting 
collection of New Brunswick statutes which the Commission 
may find of value in connection with this presentatione 

I do not think it necessary that it be read. It gives 
the historical background. I would refer the Commission 
to Section 9 as set out on page thirty: "All elections 
shall be by ballot, and each member shall have one vote 
only for the Share or shares held by him in respect of 
which he is not in default for any cause made thereon; 
provided, however, that the provisions of this Section 
shall not apply to any cheese or buttercompanies organized 
before the lst day of December, 1917, 1918, c. 17." 

This amendment did not of course apply to this particular 
Sussex Association because it was organized in the 90's; 
therefore the position in that company is that each 
shareholder has one vote for each share held. At the 
present time this is all the information received from 


Mr. Keohane. An amendment is before the New Brunswick 
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- 


legislature to make this retroactive to the beginning, 
It has passed the second reading but has not been given 
final reading. That is made avplicable to thig company e 
The difficulty has been control in recent years, and 
that will solve it to some extent. It is not necessary 
to refer to anything more until we reach page 56, and on 
Dage 66, paragraph 7: "No person shall be entitled to 
Subscribe or hold more than eighty shares, or vote upon 
fore than twenty shares of the company, either in his or 
her own right or by proxy." TI call attention to that 
because it is proxy voting and there is this limitation. 
Ne then proceed to page thirty nine where one comment 
i make is that there is an individual case set out there. 
Iv a8. not hecessary to read it; it is a matter of reference, 
Then I would omit pages forty and forty-one, 

MR. P.RKER: You are deleting forty and forty-one. 

MRe FRANCIS: I am not reading it. It sets out a 
detailed list of Shareholders. You will observe that one 
holds as many ag thirty-five and one shareholder whose 
name is given at the top of page forty one holds sixteen. 
Continuing now to page forty-two, we have no objection to 
leeting the portion at the top of the page stand. I have 
already dealt with the submission. The submission that 
stands for what it is worth is No. 4 on page forty-three, 
Following that I would read into the record the submission 
approved by the Board as explained by the witness: 
"That the Board favours the conversion of the cheese and 
butter associations established under New Brunswick 
legislation referred to in the brief to a bona fide co- 


operative association under the New Brunswick Co-operative 


--Ssociations ct and that the basis of operation be changed 


in order to qualify under the said Act." T refer to the 
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evidence of Mr. Keohan yesterday and to the amending 
legislation of 1939 whereby, by section 104, the companies 
such as the Sussex were given the privilege of applying to 
the Minister for leave tc convert from their status as 
vOint stock companies to cooperatives. I intend to examine 
the witness briefly on this. 

THE CHAIRMAN: That disposes of the reading of the 
bricfe 

BY MR. FR..NCIS: 

de Did I ask you whether you. had been Assistant Dairy 
Superintendent of New Brunswick? ae «6: YES 

Ye How many shareholders have you in your Company? 
i.e Sixty-three, 

Je -snd how many shares do you hold? fe For hundred 
and thirty-nine, | 

de Approximately how many patrons has your Company? 
se «about 1,950, I think, 

de Just to get an idea of the size of the Company, 
what would be the range of herds of those 1,950 patrons? 
we I would say from five to fifty cows. 

Ye So that there are a number of large herds? 
ine §6=§YOSe 

Ye ‘The volume of raw product is very large? fue Yes. 


%e Does your Company buy the raw product or does it 


act as agent for the patron? ae It acts as manufacturing 
agent + 
Ye Exactly what does it do? Does it gst milk or 


cream? A&A. Crean, 
Ye What does your Company do with the cream? 
-se We receive the cream and manufacture it into butter 


and ice cream and sell that on the market and return the 
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proceeds to the farmers less cost of manufacturing. 

2-6 Is there any formal agreement between the 
individual patron and the Company? A. No. 

4° It is a verbal arrangement, an understanding? 

Ae An understanding, yes. 

Ye Do you in the distribution of the surpluses, after 
payment of Cxpenses, make a distribution of -- 

MR. PARKER: Let him tell how he does ite 

BY MR. FRANCIS: 

De How does your Company distribute the surpluses 
arising from your business? ie At the end of the year 
the surplus ig divided by the amount of butter fat 
received worked out on the price per pound basis, and 
every producer receives a certain bonus of so much per 
pound butter fat depending on the amount he has produced 
during the year. | 

4+ Does that apply to shareholders and patrons or 
just shareholders? f.. Everybody, to all patrons. 

1. Whether shareholders or not? A. Yes. 

Q- So that in the distribution you make no dis- 
crimination between shareholders and patrons? 

‘Ais No. 

Qe In the matter of control, who controls your Company? 
ie The control is divided. There are some shares that go 
by producers and quite a few shares by non-producers. 

Q- Is not the control in the hands of the share- 
nolders? A. Yes. 

2» And you have 63 shareholders? A. Yes. 


4+ So that your Company is controlled by 63 persons? 


4. Was it not brought to the attention of your 


Company that five years ago or thereabouts the law of 
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New Brunswick was changed so that you could convert 
your Company to a true cooperative? A. Yes. 

2- Why have you gone all these years without doing 
something about it? A. It was due largely to the set- 
up Of the Boerd of Directors. This year the directors 
were composed of men from among the shareholders and 
at the annual meeting they removed all but producers from 
the directors. That is to say, at the present time the 
new directors consist only of producers. 

Q. At the present time the Board of Directors consists 
only of producers and of course they must be shareholders? 
Aue YC@Se 

Q. .Don't give me the names but tell me the occupations 
of the directors who were not re-elected -- we will put it 
that waye Tell me the vocations of those directors who 
were not re-elected to the Board under the new ruling. 
4+ There was one provincial Government employee, one 
lawyer and two employees of the Company. 

}» They were not producing? A. They were not 
producing but were simply shareholders. They were dropped 
from the Board. 

. Since you have had control of the Company in the 
hands of shareholders who are producers have you been taking 
any steps to convert under the law as provided in New 
Brunswick? A. The matter has been discussed at two 
directors! meetings since the last annual meeting. At the 
annual meeting the supervisor of the cooperatives of New 
Brunswick was guest speaker and there hes been discussione 
Y% You refer to Mr. Keohan? A. Yese He was at the 
annual meeting. Hé came as guest speaker. 

}. Referring again to the resolution, your Board now 


¥ 


favours the conversion of your Company to a true cooperative? 
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&. I would say so, yes. 

Ye You say it was discussed at tho directors! 
meetingse How many directors' meetings have you had since 
the annual meeting? A. Two, 

Ye Can you supply the Commission with a summary of the 
patronage dividends distributed to your patrons during the 
last few years? A, Yess 

Y Have you got them with you? Ae Yes. 

% I will file it as Exhibit 2. Referring to 
Exhibit &, from the year 1921 to the year 1944 inclusive, 
surpluses accumulated on behalf of patrons amounted to 
p446 , 3930535? 42 YOS,. 

MR. PARKER: That is accumulated but not paid? 

MR. FRANCIS: Paid. I used the word accumulated. I 
will put it again. Tell the Commission all about it. 

THE WITNESS: The company undertakes to manufacture 
cream into butter and ice cream and it deducts the cost of 
manufacture and returns all proceeds to the farmers at the 
end of the year. Any surplus over and above what naa been 
paid out is divided in the manner in which I have explained, 
paid on the basis of butter fat to all persons who supply 
cream. The bonus started in 1921 and we paid out $4,210 
and it has grown now to the point where last year the bonus 
was $37,183 divided among 1,900 odd patrons who were shipping 
cream to the creamery. 

MR. PARKER: And the total for the period? 

THe WITNESS: For the period from 1921 to 1944 it was 
.446,393, which was distributed among the farmers. 

BY MR. FRANCIS: 
Ye In making the initial payment for the cream what 


price did you pay? What was the price in relation to the 
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market price? A. It is generally about the market Prise 
lt is very seldom that any creamery pays any higher price. 
You follow the market. In the summer there is a large 
surplus of butter and that is put in cold storage. It is 
worked over and resold at a higher price than could have 
been obtained in the summer. At times there is such a 
Shortage on the market that the profit arises partly from 
thate 

THE CHAIRMAN: The processing gives the profit? 

THE WITNESS: No; the rising price between summer and 
winter. Processing does not increase the profit. 

BY MR. ARNASON: 

de How important is ice eream ag’ a’ factor in. your 
opervaticris?..... A. Financially? 

de YES A. I could not tell you what the 
percentage amounts to but it is quite a lot. 

MR.e PARKER: $100,000 turnover? 

TH WITNESS: TI haven't the brief here, 

BY MR. PARKER: 

Qe On the sale of ice cream it is $100,000. That 
appears on page 17A. It is about 20 per cent of the amount 
of butter. A. In the year 1944 it was 60,000 gallons 
manufactured, the value being $104,000. 

% And the year before it was about the same? 

He Now the volume is restricted owing to wartime 
regulations and you can only manufacture a certain anount 
On account of sugar and other raw materials. 

BY MR. ELLIOTT: 

Ye Does your Company pay dividends on share capital? 
Aas) YO 


Y .\Aat what rate? A. Five at the present time, 
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je How is it decided how much shall be paid back to 
the farmers and how much shall be used for share capital? 
A. There has never been any decision made. There is no 
agreement. it is an understood fact. 

Y is the amount of payment on shares determined at 
the annual meeting? A. Yes. Last year it was $110. 

BY MR. ARNASON: 

)e In your reply to Professor Elliott you said that 
the rate of dividend paid on shares was 5 per-cent. Has 
it been higher than that in years gone by? A. Yes 
ge iow high? A. It used to be 8 per cent and we 


reduced it to 5 per cent by vote of the shareholders. 


. You said that the amount paid in interest on 


v 


t 


share capital last year was $110? A. Yess 
BY MR. VAUGHAN: 

Je it appears that for some years you could have 
operated as a cooperative but did not do so presumably be- 
cause certain directors did not wish to incorporate that 
way? Ae 1 did not mean to leave that inference at all. 
In the past, while shareholders were not producers they were 
in favour, of the farmer. The history of the organization 
bears that out. They assisted in the organization for the 
benefit of the farmers and not for their own benefit. They 
were very cooperative in that regard. It was because 
there were not sufficient farmers interested or in a 
financial position to assist the development of the Company 
that these other men were instrumental in organizing at the 
beginning and naturally they helped to carry it along until 
there were sufficient farmers interested to take hold of it 
and run it themselves, and that is the attitude they took. 


It was one of those directors who were not re-elected who 
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was instrumental in having the others removed so as to 
strip it to a bare farmers' organization, but there has been 
no friction. 

¥ It was not intended to be a reflection on the 
directors? A. <&bsolutely not. They felt, in the 
report of the nominating committee, that the farmers should 
run the business themselves and that it would be much 
better from every point of view to have it that way. 

That is why it was done. It was of their own volition. 
BY MR. PARKER: 

je In addition to the moneys which have been paid 
to the patrons each year, have you set aside substantial 
sums by way of reserves? A. A certain amount. 

Ye About how much do you hold in reserve at the 
moment? A. I could not tell you offhand but I think it 
is in the annual statement. 

4%» It is in the statement? Ae I can say yes, a 
substantial amount. 

XY ‘The control of the Company has always been in the 
hands of the shareholders the same as an ordinary company? 
A. Se 

Ye Ordinarily all the earnings of the Company 
would belong to the shareholders? A. Yes. 

Ye Under what authority has the Company undertaken 
to pay out to persons who are not shareholders, who do not 
own a dollar's worth of shares, earnings of the company? 
A. I would say they were only acting as an agency for the 
farmers rather than as a profit-making concern for share- 
holders. The shareholders have the power if they wish to 
claim these dividends legally at any time, which they hav> 


never done, and that is the strongest argument that we are 
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a true cooperative. 

je Who decided that these amounts should be paid to 
the patrons -- the directors or the shareholders? 
Se The directors, yes, and -- 

Yo Which? A. I was not on the Board at the 
beginning when the bonus was first paid and I could not 
say whether it was the shareholders. 

y- Would the records of the Company show that 
in the minutes? What bothers me is why any Board of 
Directors representing 63 shareholders would pay out large 
sums Oi money to people who, as far as iyoan see, have no 
more right to it than I have. I cannot figure that out. 
A. They only consider themselves as an agency acting for 
these peoplee 

Q Do they not consider themselves as acting on be- 
half of the shareholders? They are the ones that put up 
the money? Ae Yes. But the amount of money put up 
in the first place was not so largee The capital stock 
was only very small and they did not enter into the thing 
as a money-making organization but as a gesture to 
encourage dairying in the county. 

Q They just did it? A. They did it to start 
development. 

Qe In addition to the amounts distributed between 
1921 and 1944, $446,000 odd, how much is the Company holding 
at the present time which has been allocated to the patrons, 
unpaid, in round figures? A. I could not tell you. 

*,. Would not the statement show it? The accountant 
advises me he can find nothing in the statement indicating 
chate Have you paid it all? A. What do you mean? 

Ye Surpluses. Have you paid it ail back or is it 


merely allocated? A. There is always a reserve for 
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% <I am not talking about reserves but shout amounis 
credited to the 1,900 members according to the amount oz 
butter fat turned in, ave you paid back every dollar at 
the end of each year, all that is allotted to them? 

Ae Yes, absolutely. 

Ye So that the only thing that is held back is what 
is set aside for reserve? A. Yes. 

Ye Is that shown in the statement, what the reserves 
are? 4. Yes. It is shown on page 17A, $51,763.08. 

Ye Reserve surplus? A. Yes. 

¥» Has that been allocated on the books of the Company 
to the 1,900 patrons in proportion to the amount of cream 
shipped? 4. Individually. 

VY Yese ‘as’ Now 

% It is simply general reserve? A. It is reserves 
to take care of replacement ané operating expenses. 
Je General reserve held back by the Company? 
ie You can call it thot; we don't consider it that. 

Ve What ado you consider it as? Ae AN emergency 
fund. Last year we installed a Sprinkler system and this 
yeor we have to taks care of storage because of butter, and 
the patrons must be paid in the meantime. 

Ye You hold these reserves back to mest these things? 
ie A certain amount. 

Ye «a certain amount of what? You held back poLs0006 
Is that all represented by improvements in property at the 
present time or is it cash? A. I could not tell you, 

je Another thing that bothers me in this statement is 
thisSe On that same page you are looking at there is an 
item in connection with 1944 sales of butter, $655,000. 


Was that gross receipt from the sale of butter? Ae Yes. 
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Ye «and gross receipts from tne sale of ice crea 
yl04, 0007 fun YO@Se 

Qo. «nd there are small items, sale of milk and cream. 
ind you have a loss for the year of $83,71, I do not 
understand that. Did you operate at a loss in 1944? 
‘.s «according to the statement, yes. 

Ye But did you as a matter of fact? Is the statement 
correct? 4. The statement was audited. 

Ye You operated at a loss in 1944? fie YeSe 

Ye In arriving et that loss, how much did you take out 
of gross earnings and pay back to the patrons to arrive 


at that ?Pigure? a OSes 


tb was $37,000 or $38,000, 
Ye You pay twice a month for cream? A. Yese 

Ye You pay the producer what you consider the 
approximate going price of cream? A. Yes. 


% Is that right? Ke YOS's 


Ye Then when you came to the end of the year you were 


¥ 


able to pay them an additional $37,000? <A. Yes, 

Ye And having paid it you then had a loss of $83.71. 
Is that how you arrive at the loss? fe I could not 
answer that definitely. I did not happen to be on the Boaré 
of Directors last year and all I can go byis the 
financial statement. 
Je Were you Manager? A. No. 
Ye Who is? &. Mr. Conway. 
je Where is the man who can answer the question? 

MR.e FRANCIS: I have the President here. He has been 
4 director for thirty-five years. 

MR. PsRKER: You had gross sales of three quarters of a 
million dollars, and previous years indicate the same thirz. 
She year before you had a loss of $139, and the year before 


you had $7 profit. That seems a peculiar result for big 
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business like this, You arrive at these results by 
paying out everything back tc the patrons. Is that eé 
fair way tc sum it up? 

THE WITNESS: We are only acting as an ogency 
for the patrons. 

BY MR. PARKER: 

Qe I understand that. But your method of operation 
2S such that you pay to your cream producers what vou 
consider the fair market price, equivalent to what other 
people are paying? A. Y 6S. 

Qe Then you sell the products, ice cream or butter 
or whatever you have to sell, pay vour overhead and so 
on and set aside certain reserves -- substantial reserves, 
you say; I don't care how much -- and then whatever is left 
you pay back to patrons? Ae YeSe 

Q. With the result that your statements show that iv. 
the year's operation, for three years in succession, 
you overate one year at a profit of $7 and the other two 
years at a loss of approximately $100 each. That is 
the method of your operation and disposition of, I will 
not call it earnings or profits but disposition of the 
receipts you get. Is that a fair summary, ina word, of the 
manner in which you operate? A, Yes. 

THE CHATRMAN: Have you paid income taxes? 

THE WITNESS: One vear, I believe. 

THE CHATRMAN: Have you had correspondence with the 
Department in regard to that guestion? 


THE WITNES 


an 
au0D. 


YeSse 

THE CHATRIMLN: What is the present situation? : 

THE WITNESS: Do you mean in regard to the income tax 
or the Company? 


THE CHiIRMsAN: Yes. 
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THE WITNESS: I could not answer that satisfactori %> 
Perhaps there are others who could, 


THE CHATRMAN: What is th 


@ 


$1,035 in 1944 taxes and 
p445 in 1945? Is that municipal texes, 

THE WITNESS: Yes, and it may inc?uae sales tax on 
ice cream. I don’t know, but I imagine it would. 

THE CHATRMAN: Have you had any recent discussion with 
the income tax authorities? 

THE WITNESS: Last year a man came to discuss the 
matter with the Board of Directors, I was not on the Board 
tnene 

BY MR. PARKER: 

QV You state that the control of the Company had 
been in the hands of the producer and non-producer alike. 
Is that right? hi. Yes, thet is right. 1 

Q» Who exercises the voting authority when you hold 
a meeting? Is it restricted to the 63 shareholders or is it 
open to the entire list of patrons? A. It is restricted 
to the shareholders, 

Qe OO that the control is actually in the hands of 
the shareholders? A. Yes. 

Qe AS in an ordinary Company? A. Ye6Se 
Qe The producer has nothing to say in the control 


of the overation or the Company? fie No. 
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9, Is that correct? A... That 


as operation is concerned. 

Q. Perhaps you are not familiar enough with these 
statements to answer this, but will you turn to page twelve 
of the brief. There is an item “reserve surplus" of 
yol,763.02, Go back to the year 1945 as shown on page 
16 of the brief. Under the same heading the amount is 


$51,763.02. It is exactly the same. Then take one more 
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year, 1942, and again it is’ the seme and 1941 is exactly 
: the Sahies, The -year 1940 is skipped in this copy of 

the brief but 1939 is there, and in the 1939 statement 
there is no mention of it at all, It remains stationary 
ror the last four years -- 1941, 1942, 1943 and 1944, We 
nave no statement for 1940 ana for 1939 there is no re~ 
Serve surplus. What does that mean? &. I cantt 
explain it. So far as the insertion of these statements 
is concerned, there was no intention to skip any years 
It is simply to illustrate the growth. 

Qo We start with 1939 and the item is not in at 
all. Then 1940 is Missing and the last four years 
remain stationary. Do you know how much is set aside 
yearly, before you determine how much is paid back to 


patrons? 4e I can't answer that. 
The Commission adjourned until 2.00 Pe Me 
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The Commission resumed at 2.00 De Me 


Examination of G. Beittaiven continued: 
BY MR. PARKER: 
Je Will you turn to page 10 giving the liability 
Side of the accounts for 1939, among the liabilities there 
1S capital stock $2,195, That is the total capital issued? 
tie YCSe 
% Then there is an item “provincial government loan, 
$5,000." Has that been paid off? ih. No, it is still 
in force, 
Qe Why have you not paid it off? A. The 


brovision in the by-law is. that the assets of the Company 
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cannot be disposed of withovt the conseat of the Minister 
of Agriculture as long as that loan remains, and we 
think it advisable to leave it in force, 

2%». You pay all the surplus back to the patrons and 
carry that loan? A. YeSe 

% There is an item "sundry creditors", $54,684," 
What is the nature of that liability? To whom is that 
owed? ai. I presume that would be owed to the farmers 
for the previous month's cream, or the two previous weeks, 
whatever the period may be. At the present time they pay 
twice a month. They es for two weeks! cream and I presume 
that is what it is. 

Q- And on December 3, 1939, that would represent -- 
ie J imagine -- 

Q. I don't want you to imagine things. ae Lt 
might be a month. They changed the system of payments since 
that time. They used to pay monthly and that miata 
probably be a month, 

Ye «are you sure that is what it represents, cream 


payments due the producer? ite -L would say it was. 


I can't say definitely. 


Q- What is what you presume? jie YOs. 


v 


Qe There is a rest fund of $16,916. Do you know 


¥ 


what that is? ise NOs 
Q« You don't know whether you still have it? 


+i0@ NOe 


Qe Turn to page twelve. There are two items 


¥ 


there, capital stock and provincial loan, and you have an 
jtem, sundry creditors for December cream, as at the end 
of December, 1941. Instead of being $54,684 it is $7,900. 


What do you say that orepresents at the end of that year? 
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THE CHATRMAN: It is indicated there; it is for 
December cream. 

BY MR. P..RKER: 

Qo Ia 1939 it is headed “sundry creditors", for 
tne whole month or the half month's cream, you presume, 
and in 1941 it is “sundry creditors for December cream", 
and it is only $7 instead of $54,000. It is out of all 
proportion to the reserve surplus. The two taken together 
are $4,000 more than in 1939. Gan you explain that? 

Ais Now I can't explain it to your satisfaction. I was 
not on the Board at the time but there was a change in 
bookkeepers or auditors at that time and a different 
method of bookkesping was set up. 

4+ Who would know? A. The President of the 
Company would know. 

Ye Turn to page 14, ending December 31, 1942. 

The same item appears “sundry creditors, $18,825.54" 

end the reserve surplus is $51,000 the same as before. 
The surplus as at the end of 1941 was $17,000 odd and 
there is an item "surplus 1942, $7. The items taken 
together are about $86,000, which would seem to be funds 
Still in the Company's possession. I want to find out 
What they really represent. Do you see what I mean? 

ue YOSe 

%- In 1959 there is an item called "rest fund" 
and it disappears and you have those three items of sundry 
creditors $18,000, and in the other item we have a 
veriation from 454,000 in one year to $7,000 and now 
318,000, and instead of the rest fund we have surplus 
carried forward apparently of $17,000. Ae It might 
be possible the loan had not been peid out at the time 


the statement was made une TI am not prepared to say. 
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That is the only explanation I can GIVE. 

Qe Take one more year, 1943: sundry creditors, 
$14,000; reserve surplus ~51,000 and surplus as at the 
eud of 1942, 417,000. Then last year, 1944, the item for 
sundry creditors was $21,000, the reserve surplus is 
~ol,000, and the surplus as at the end of 1943 is practically 
the same, 917,000. I want to find out whether the method 
of operation is such that before these payments are made 
back to the producers of cream at the end of the year you 
set asiace a certain amount, so much a pound or whatever it 
would be for general reserves for working capital? 

4» My understanding is that this surplus has been built 

up in the past and carried ahead and at the present time 
there is no provision made from year to year in addition to 
thate 

Qe Where did you get the funds when you wanted to 
instal some new plant? You have mentioned some heavy 
expenditures in the last three or four years? Ae Y@Se 

Qe How was that financed, from these reserves? 

i. Yes, from reserves. 

Q% Does this mean that you have these reserves in 
these various years on hand in cash or are they represented 
by physical assets of the plant? fe I would not answer 
thate 

GEORGE T. WHALEN, 
President, 
The Sussex Cheese and 
Butter Company Limited, 
having been duly sworn, 
testified as follows: _ 
BY MR. FRANCIS: 

Je You are the President of the Sussex Cheese end 
Buster Company Limited? A. Yes. 

Qe How long have you been President? fe About 


Tour yearée 
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4% How Long have you been a director of the Company? 
«a. Thirty years, maybe more. 

4+ I want to ask one or two questions. Who decided 
cnat the surplus arising from the Operation or the business 
of this Company should be distributed among the patrons as 
such? 4. That was decided at an anntal meeting of the 
Shareholders. 

THE CHATRMAN: In what year? 

THE WITNESS: Well, I could not just tell you that, 
When the factory was first orgenized I was not a shareholder 
anc for a number of years there was ao surplus, but I was 
a Shareholder when they started the surplus and started to 
pay it out and it wes discussed at a directors! meeting 
quite a while back, in 1920 or 1921, and that money should 
so vack to the producers, 

BY MR. FRANCIS: 

Qe With regard to your income tax experience, what 
can you tell the Commission that would be of assistance 
there? 4s I don't think we had anything to do with that 
except that last summer an income tax inspector came from 
Ottawa and came into the factory and made some inguiries. 
Fe was on his way to Saint John and he said he wanted to see 
us so a few of us came and met him, Mr. Campbell, and he 
claimed this $50,000 we had in reserve was taxable, He 
realized the way the Comoany was running, on a cooperative 
basis, but still he claimed it was taxable. We argued the 
other way but that did not make any difference and he said 
he would send in his report when he went back to Ottawa 
and they would report to us. That is all. 

Qe You never received an assessment? 4A. No. 


Q- How long has your present auditor been auditor of the 
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Company? A&A. Four years. 


je Is the auditor who was auditing your records prior 


to that time still alive? 4.2 No, he has been dead for a 


number of years, then Mr. Black audited for a rew Years « 


Y With regard to these reserves which you say the 


inspector of income tax suggested cught to be taxable, 


can you tell me how they were accumulated? A&A. They went 


Over a long number of years. I don't think that in 


the last four years there was anything taken off for ree 


Serves. The Company thought they would need reserves, a 


Little each vear,. 


Q- Your patronage dividend was a little less than it 


otherwise would have been? A, Yes, 


Qe and that is how the $51,000 was built up over the 


years? A. Yese 


the 


Q On what basis was it held back -- go much a pound? 
I cantt answer that. 

Qe Who determines how much should be held back? 
It was the opinion of the management of the factory and 
Board of Directors. 

Q- It was never submitted to the shareholders? 


Not that I know of. It was always brought up at every 


annual meeting, 


Qe It would be in the reports? Ae Ye@Seo 


Q Are you reasonably familiar with the minute book 


¥ 


of the Company? Are any minute books in existence showing 


from year to year what should be held back? A. E dontt 


think so. 


not 


Qe «are you familiar with these accounts? A. I am 


v 


very familiar with them now. 
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#e I wit.l show you one. Do you see these annual 
statements every tine they are mace up? You are President 
of the Company and have a reasonable understanding of them. 
Here ere receipts for the yoar, Sale of butter so many 
pounds, $655,000, sale of ice cream, $104,000. In your 
statement I do not see any disburcenents designated as 
patronage dividends. I wes wondering if the payments which 
are made as patrons' dividends as well as the amount that 
was paid as cream was delivered, every two weeks, are 
acded together, both appearing in this statement under one 
heading? A. i could not tell you. 

Ye Who would know about that? Who set up this 
statement, the auditor? 4A. Yes. 

Qe Let us come to the liability side, for 1944, It 
shows an item Owing to sundry creditors of $21,569.59. 

What creditors are those and what do you owe them for, do 
vou. Know? Ae Patrons. 

QJ «Are you in a position to state definitely that is 
what it is? An I would not like to state definitely, but 
I think that is what it is. 

Qe. Anything else? ha Nas 

Ye And there is reserve surplus of $51,000. Then there 
is an additional item of $17,000 odd, less capital stock 
dividend, bringing the amount to $16,934.22, The Company 
has these two amounts, reserve surplus wyol,763.02, and 
surplus as at the end of 1943, $16,934.22, Is that correct? 
f.. AS to that $16,000, I don'ts understand what that is, 

Q Is that held in cash, @ has that been expended in 


— 


addition to plant and equipment? A. Part of the time it is 
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in the bank, You have to pay patrons, and $50,060 doesn! 


Qe You use that for the time being and when you 
sell the butter the reserve is replaced? A. Yes. 

le Is that the only working capital this Company 
has other than the $2,195 you have from the sale of shares? 
ae I would think so unless they got hezd up and borrowed, 

Y I was wondering if this $15,000 was the same? 

a. iL could not say. 

Ye Who would know about that -- the treasurer, the 
bookkeeper? A. Yes. I guess he is not there, 

Je Who is the auditor? A. Ralph Pearson of Sussex, 

Y2 ‘That is where he keeps his office? As Y6Ss 

Y tI need not go over these other statements except 
to call attention, to page sixteen of the brief. We have 
the sawe statements, only in varying amounts, sundry 
ereditors, $14,000, reserve surplus exactly the same as the 
othere This amount varies? A. Yess 

ge You don't know anything about this? Ae No. 

THR CHATRMAN: Can you remember offhand when it was 
you began paying the patronage for cream? 

THE WITNESS: We paid them from 1921. I am not sure 
whether we paid before, 

THE CEATRMAN: It appears in the statement for 1942 but 
does not appear in the 1941 statement. In 1942 you paid 
patrons for cream $399,943, less cream for ine cream 
$17,000 odd, leaving $454,000. A similar item appears in 
1943, $574,641 but I do not find a corresponding entry in 
1941. I was wondering if that was when you began paying 
large patronage dividends? 

THE WITNESS: No. We paid 3 cents a pound for butter 


fat in 1941, 
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MR. PARKER: I do not see anything to be gained bv 


continuing the examination of the witness. I suggest thas 


cf 


he Commission auditor be requested to go to Sussex and 
maks a thorough audit of the Company's affairs on the 
understanding that the officials will give him access to 
all the records and supoly all information within their 
2ower and have them submit to the Commission a copy of 
everything. Everything may be as regular as clockwork, 
and there is no suggestion that there has been anything 
improper es 

THE CHAIRMAN: We do not understand the statements. 
They have nov been explained and I think an audit is 
necessary. You have no objection? 

THE WITNESS: Not at all. 

MR. FRANCIS: I have instructions to say that they will 
give such data as thev have. 

THE CHAIRMAN: I think the inquiry by our auditor 
should include an inguiry, with the income tax collector, 
at Saint John as to what has been Cone with regard to this 
Company from their point of view. 

BY MR. ELLIOTT: 

Ye Eave you been present at any annual meetings or 
meetings of the Board of Directors where the policy of 
oaying patronage dividends to customers was discussed? 

A. Y@Se 
Q¢ What reasons were given for these payments? 
A. The shareholders considered that that was money of the 
producers and not of the shareholders. Of course, some of 
the shareholders are producers and when it was organized 
these business people took part, but that surplus is the 
money of the producers. The raw product was brought in to 


the factory and manufactured by the Company and the proceeds 
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should go back to the farmer. 
and that has been carried out. 

on 


That was the understandih,g 
Have the shareholders been pretty well unanimous 
in that opinion? A. They have, yes. 

to the 


little discussion on it. 


There has been 
Sharsholders. 


a 
Some claim that it should belong 
In the last ten years it has never 
been brought up as far as 1 can remember, 
THE CHAIRMAN: Are there any estates involved in the 
shareholder group? 
THE WITNESS: Shareholders? 
THE CHATRMAN: 
estateée 


A dsceased shareholder might leave an 
are there any of these in tne Company? 
THE WITNESS: 


There may be some. 
THE CHATRMAN: 
of the estates satisfied? 


Ve SF > ne a5 oy q af h T “Ae - cat = yc 
vy Fe iS CzZEC Uvsors an Le epr ese. hae V 


somebody else. 


Most of the shares would be transferred to 
THE CHATRMAN: 


were selling at? 


Have you any idea what your shares 
THE WITNESS: 


#5 a share. 
THE CHATRMAN: 
THE WITNESS: 


BY MR. 


| 
Was that the maximum price paid? 
Yese 
HLLI OTT: 
Jo 


How many of your shareholders are usually in ectual 
attendance at meetings? 


A. i i = 
ar 


v 


varies. 


Sometimes there 
will be quite a fair number and at other times not so many. 
What do you mear by a fair number? 


‘ 
are sixty odd shareholders and at an annual meeting there 
so manyve 


&. There 
would be probably twenty or twenty-five. In years gone by 


Shere used to be more but lately apparently there are 
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BY MR. VAUGHAN: - 
Ye That would include shareholder proxies? 
the , There are very few vroxiese 
BY MR. ELLIOTT: 
1, But those included members in actual attend- 
ance, the ones you mentioned? A. Yes. 
9. Do most of the shareholders who do not attend 
give proxies to someone? A. Not very often, sometimese 
Q. When they do, to wnom do they give proxies -- 
the Board of Directors? A. No. It would be some of 
their own relatives. The father might give it to his son if 
he did not attend himself. 
THE CHAIRMAN: Has tnere been any occasion on which 
one or more groups of shareholders tried to get control? 
THE WITNESS: No. 
BY MR. PARKER: 


Ye What brought about the desire to change over? 


v 


A 


A. We were not a true ccoperative, 

42 Did you just find that out now? A. We found 
4t+ out a long time back but we were never bothered for 
texes and we kcpt on the same waye 

THE CHAIRMAN: We thank you for vour frankness. 

WR. FRANCIS: I am sorry that this case has not been 
presented in better shape, Mr. Chairman, but it came to my 
notice only a day or two ago and I must apologize to the 
Commission. 

THE CHAIRMAN: We understand the situation. 

MR. PARKER: So far as I am aware, that concludes the 
business in Moncton. 

The Commission thereupon adjourned to meet 
in Halifax on Monday, March 5, at 10.00 a. M, 
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